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The Outlook 


Suppressing Fraudulent Issues—Should Foreign Debts Be Cancelled?— 
The Course of Money Rates—Stock Dividends—The Market Prospect 


NVESTMENT bankers of the country, in 
their annual session in California, have 
once more issued a vigorous declaration in 
favor of action designed to suppress fraudu- 
lent issues of securities and to provide for 
the protection of the public against imposi- 
tion on this score. The action thus taken is 
well warranted and has long been called for 
by the facts in the case. The amount lost 
by investors who had incautiously purchased 
so-called stocks and bonds which turned out 
to have no value has been undoubtedly a 
large one and represents one of the most 
injurious and dangerous kinds of imposture 
that now exists. 

Recognizing that such is the case, how can 
investment bankers or any other financiers 
hesitate to admit such state regulation as 
may be necessary to insure full and complete 
knowledge on the part of the public con- 
cerning the character of the securities of- 
fered to them and concerning the use made 
of the funds obtained through the sale of 
such obligations? Supervision on all these 
matters, if wisely applied, will result in im- 
mensely improving the marketability of le- 
gitimate securities and in eradicating a vast 
amount of public prejudice which is now sus- 
tained by the fact that a certain proportion 
of the securities put before it are fraudulent. 

The question whether a satisfactory con- 
trol of the issue of securities can be had 
without stringent legal regulation may well 
be asked. A few years ago the then Gov- 
ernor of New York requested a committee 
of bankers to review the whole situation 
existing in the New York securities market 








for the purpose of advising him what mea- 
sures he might to advantage initiate in the 
legislature and how far he could with profit 
go in pressing them. Sundry members of 
the committee were disposed to urge upon 
him the desirability of thorough legislative 
control of the whole business of securities 
issue, not for the purpose of restricting, 
hampering or interfering with any legiti- 
mate issuers of securities, but for the sole 
purpose of repressing fraudulent and irregu- 
lar activity of various kinds. The majority, 
nevertheless, opposed such recommendations 
on the ground that there would be danger 
of drastic or “radical” efforts at legislation 
should the subject be taken up at all. The 
final outcome was to drop the whole subject 
—certainly a lame and impotent conclusion. 

Such control was unmistakably necessary, 
and the fact that it is so necessary is not 
at all offset by the danger that might exist 
from unreasonable effort to prevent the 
issue of capital obligations. If, however, a 
satisfactory regulation of issues is desirable, 
is it not also true that adequate regulation 
of conditions under which such issues are 
traded in may also be beneficial? Precisely 
what form such regulation or control should 
take is undoubtedly a disputed question— 
disputed not only among those whose inter- 
ests are affected by it, but among non-par- 
tisan observers as well, since many fear the 
effect of unwise and prejudiced Government 
interference as being more harmful and 
dangerous than the evils that grow out of 
the abuse of liberty of action. 

Nevertheless, it is true that in order to 
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create an active and steady securities mar- 
ket in which the public at large has full 
confidence, it will be necessary to give the 
public the complete assurance which is essen- 
tial as regards conditions both of issuing 
and dealing in stocks and bonds. Nothing 
could so greatly promote the welfare and 
prosperity of operators in securities as the 
development of such a feeling of confidence 
on a nation-wide scale. By stimulating it, 
legitimate investment and speculation would 
be enormously broadened in scope, and sav- 
ings which now find only an unprofitable 
outlet, or in some cases are hoarded, would 
be at once furnished a broader and more re- 
munerative field of investment. 

There are few changes in present financial 
organization and management that would 
be more beneficial than this, and few that 
would be more honorably and legitimately 
profitable to the banking and business com- 
munity. Why should not our securities be 
made as reliable and as trustworthy, each in 
its own field and within its own limits, as 
the currency of the country? 

* ok * 


XPRESSIONS of 

opinion ever since the 
meeting of the American 
Bankers’ Association, with 
respect to public debts and the cancella- 
tion of our claims upon European countries 
either in whole or in part, have been unusu- 
ally numerous and in the main enlightening. 
There can be little doubt that there has been 
a decided development of public opinion on 
the side of the view which favors reduction 
in our claims or which at all events regards 
leniency toward our debtors as essential. 

Recognizing this trend of public thought, 
a number of politicians and others, in recent 
expressions of opinion, have undertaken to 
combat the movement toward a more liberal 
view of our foreign relations. Among 
others, ex-Senator Burton, who recently re- 
turned from a visit to European countries, 
has expressed his opinions in a public state- 
ment in which he opposes debt cancellation 
or reduction. The reasons he assigns are 
that the debts are legitimately due and 
hence should be paid, that the money for 
making these advances was obtained by bor- 
rowing it from the American public, and 
that should we relax our demands the result 
would be to give to European nations funds 
which they might waste in war. 

Without going into the sincerity of this 
type of argument, it is worth noting that 
public opinion is now developing along a 
different line, and that the factor which has 
given it this new trend is the recognition 
that, as things stand, the debts cannot be 
paid. It is of little use, then, to spend time 
in metaphysical argument designed to show 
that they ought to be paid. Few probably 
question this, but the fact remains that the 


GROWTH 
OF OPINION 
ON DEBTS 


reason for readjusting them rests upon facts 
and is simply that, as things are going, their 
continuance in an unfounded condition is 
bad for business and for general foreign 
trade relations of every kind. As this point 
of view is gradually realized it will probably 
result in cutting off much of the irrelevant 
talk now in circulation. 

* 7 * 
THE COURSE DVANCES in money 
OF MONEY rates during the past 
RATES week or two are entirely 

in line with indications 
already afforded and tend to confirm the 
prediction that values would continue higher 
in the call market for some little time to 
come. Several factors now tend to support 
this view. One is the fact that, although 
needs for crop moving and marketing funds 
are much smaller this season than in former 
years, they are nevertheless large and are 
likely to increase moderately from this time 
forward up to a date near the end of the 
year. A second influence is seen in the final 
income-tax payment which will be called for 
soon after the close of the crop-moving de- 
mand and will bridge over the time between 
that date and the call for money for end of 
the year disbursements. 

In addition to these more or less seasonal 
influences, is the underlying fact that busi- 
nes is now steadily expanding and may 
be expected to keep on growing for some 
months still to come. Altogether, there is 
every reason to look forward to tighter con- 
ditions in the money market than have here- 
tofore prevailed there. It is also true that 
the surplus lending power of the banks in 
many parts of the country is decidedly 
smaller than heretofore, and while there 
has been an increase in the gold holdings of 
Federal reserve banks, as well as a corre- 
sponding enlargement of their credit-grant- 
ing power, these loan funds are not available 
for ordinary investment or speculative uses, 
save under unusual conditions which are not 
likely to recur in the immediate future. 
Viewing these elements in the situation from 
the standpoint of their effect on securities, 
it may be assumed that there is likely to be 
a downward tendency in fixed interest obli- 
gations, with particular reference to those 
whose current yields are no longer attrac- 


tive. 
7 + + 


HE expected an- 

nouncement made by 
Secretary Mellon now 
points to an issue of 500 
millions of new Government bonds to be 
placed on the market at 414%, but it is 
announced that additional allotments will be 
made as the present holders of Victory notes 
turn in these notes by way of subscription. 
The intent thus is to hold out another op- 
portunity to those Victory note holders, who 
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have failed to accept previous refunding 
propositions, to put their funds into a long- 
term Government security. 

In fixing the rate at 414%, Secretary Mel- 
lon has been rather more liberal than he had 
been expected to be, as market opinion had 
been to the effect that a 4% rate would 
probably be the yield of the new securities. 
Four per cent, however, is clearly too low 
a value for Government long-term credit, as 
recent fluctuations in the price of liberty 
bonds have shown. It is, moreover, true 
that a higher rate is unavoidable, in view 
of the fact that tax exemption is to be much 
more restricted in the new bonds than is 
the case with any of the older issues. 

While the smaller holdings not exceeding 
$5,000 will be tax exempt as with other is- 
sues, the new bonds will not be exempt, 
when held in amounts over that figure, from 
surtaxes or excess profits taxes imposed by 
the United States. They are, of course, tax 
free, so far as the States are concerned, but 
a survey of their taxable status shows that 
they are not likely to be as profitable by per- 
haps 14 of 1% to the large holders as are 
other issues. This constitutes a very dis- 
tinct reduction, therefore, in the actual yield 
of the bonds when considered from the 
standpoint of the investor. The terms of- 
fered are probably about as good as any 
that the Treasury could expect to obtain 
under existing money-market conditions. 
oe 7 ok 

HE fact that a new 

issue of Government 
bonds has been placed on 
the market, coupled with 
the further fact that the issue is substantial- 
ly taxable in the larger holdings, has again 
stimulated the prediction that new taxes will 
be necessary and may be levied by Congress 
during the coming session. This raises a 
possibility which is undeniably disagreeable. 
In support of it is the fact that a deficit for 
the current fiscal year of 650 millions is now 
practically officially admitted by Federal 
authorities. 

It is true that the new bond issue will take 
much more than that out of the floating 
debt, but the difference, after all, will not 
be sufficient to make any real impression 
on the total sum of short-term obligations 
now in circulation. This means that the 
basis for additional taxes has been definite- 
ly laid, regardless of the question whether 
the bonus or subsidy measures should be 
acted upon by Congress in any form. 

There can be no doubt that public opinion 
is strongly opposed to any enlargement of 
present tax burdens. They are already 
heavier than present industrial conditions 
warrant, and are operating as a serious 
clog upon business. Reductions of Govern- 
ment expenditures has not, in spite of the 


NEW TAXES 


efforts of the Budget Bureau, progressed 
really very far. It should be pressed much 
further. Additions to taxes, whether in the 
form of changes in the income tax legislation 
or of sales taxes, would constitute a severe 
blow to business progress and the develop- 
ment of savings. So far as income taxation 
is concerned, it may well be doubted whether 
an advance in the rates would produce more 
income except perhaps on a very temporary 
basis. The situation must be met through 
real reductions in Federal outlay and for the 
time being by further borrowing. 
. 7 * 


HAS BUSINESS [WN all of the discussion 
CAUGHT UP that is now raging 
WITH STOCKS? about the prospects of the 

stock market there is a 
good deal of disposition to ignore the real 
underlying question in the matter. This is: 
Has business caught up with stocks; at least 
to the extent that the two ever move to- 
gether? Experience shows that the stock 
market anticipates business development by 
a varying period, sometimes long and some- 
times shorter. The stock market cannot 
manufacture good business or prosperity, 
and while there may be periods in which 
financial factors are more to the front than 
industrial, it is true in the long run that 
stock values tend to settle around business 
values, or levels determined by the volume 
and changing conditions of business. 

At the present moment, the future of 
business is peculiarly hard to forecast very 
far in advance. There has been a great con- 
sumption, in some lines an exhaustion, of 
stored goods during the period of relatively 
inactive manufacturing, and this causes an 
automatic demand for new supplies. On the 
other hand, there has been legislation, in- 
cluding tariff and other measures, whose 
effect on business must be very far-reach- 
ing, although it cannot be precisely esti- 
mated in detail. Foreigh markets and 
foreign trade are subject to profoundly dis- 
turbing conditions at present. There is 
every reason for believing that for the mo- 
ment the stock market has quite fully an- 
ticipated the increases in employment and 
in volume of trade which are now in 
progress. 

This being the case, it behooves the in- 
vestor to adopt a wary attitude with respect 
to heavy purchases of overvalued issues or 
the retention of stocks at high values at a 
time when there are many reasons for be- 
lieving that general further advance is im- 
probable until technical conditions have 
been corrected or until there appears a basis 
for a further enhancement in market values. 

Note :—Our issue of October 14 advised all 
readers to close out their long common stocks 
except those held solely for income. 

Monday, October 23, 1922. 
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Are We Too Optimistic ? 





HIS is the third 
of a series of 
interviews with 
leaders in the indus- 
trial, banking and 
} business world. In 
this interview Mr. 
Roberts discusses 
some of the most im- 
portant factors in the 
present business sit- 
uation. 

Q.—In your opinion, will domestic re- 
quirements during the next year or so 
be sufficient to offset the loss in foreign 
trade? In other words, to what extent 
are we dependent on foreign trade? Is 
it such a vital factor in our prosperity as 
generally represented? 

A.—We must not underrate our inter- 
est in foreign trade. It is true that the 
total figures for our exports are small 
as compared with the totals of our do- 
mestic trade, but in the first place the 
export figures represent only final trans- 
actions; back of each foreign sale are 
many domestic transactions, as materials 
are produced, gathered together, trans- 
ported and turned over from one dealer 
to another. Our domestic trade would 
look very much smaller if you take for 
it only one turnover for each article pro- 
duced. 

Again, our exports include such an im- 
portant proportion of many of our chief 
products that domestic prices for the 
entire volume of those products 





How a Leading Economist 
Views Conditions 


An Interview With 
GEORGE E. ROBERTS 
Vice-President, National City Bank 


gate more from us last year than they 
did in 1913. I think this affords good 
ground for the belief that they will find 
a way to buy in the coming year. 

QO.—The “farm-bloc” Congress is very 
active in promulgating a policy that 
would require the Government to ex- 
tend credits to the farmers. Do you be- 
lieve that a fundamentally desirable 
thing? 

A.—It seems to me that extension of 
credits to farmers is unwarranted. I 
think the time has passed in which it is 
necessary for the Government to engage 
in such measures as proponents of Fed- 
eral farm credits deem essential to the 
welfare of the farming classes. Credit 
is available through the regular channels 
in all parts of the country. 

Q.—An uncertain feature of the pres- 
ent business situation is that it is diffi- 
cult to estimate whether current business 
recovery is merely a reaction from post- 
war recovery or whether it heralds the 
beginnings of a solid and long period 
of prosperity. How do you view this 
situation? 

A.—lIt is a reaction from last year’s 
depression. In a number of important 
industries we fell behind normal produc- 
tion and development during the war. 
This was particularly true of house-build- 
ing and the construction of railroad 
equipment. Both are very active and 
affect many industries. House-building 
affects all the house-furnishing lines, as 





well as the building lines. Highway build- 
ing is also a large factor in the employ- 
ment of labor. 

This is not denying that the present ac- 
tivity may be the beginning of a long pe- 
riod of prosperity. It will take several 
years to bring construction work up to 
the present needs of the country, and 
meantime we may hope all other condi- 
tions will improve. What is wanted is a 
better balance in industry. Agricultural 
products are too low or industrial costs 
are too high for permanent prosperity. 
Everybody must have his due share of 
purchasing power in order to have full 
prosperity. 

O.—What is, in your opinion, the out- 
look for reduction of Federal expendi- 
tures, and do you believe that the outlook 
for the reduction of taxes is favorable? 

A.—No question is more difficult to an- 
swer at the present time. So far as the 
prospect for reduction of Governmental 
expenditures are ‘concerned, it is, of 
course, obvious that ways can be found 
in which to make the necessary adjust- 
ments. It is also apparent that prospects 
for lower taxes are entirely dependent 
on the success with which the Govern- 
ment meets in cutting down its expenses. 

Q.—The question of what we ought to 
do with the huge debts foreign Govern- 
ments owe us is uppermost in the minds 
of Americans today. Do you believe 
that the debts should be cancelled? 

A.—From what I gather, it is apparent 

that not many people in this 





depends upon exporting this sur- 
plus. The best way to answer the 
inquiry as to the importance of 
our export business is by asking 
how important the price of cot- 
ton is to the Southern States, 
how important the price of cop- 
per is to the copper industry, 
and how important the prices of 
wheat, pork and beef are to the 
Middle West. 

Fortunately, ovr principal ex- 
ports are necessaries which Eu- 
rope must have in large quanti- 
ties. They will make almost any 
sacrifices for them. So far as 
they have any exporting capacity, 
and to the extent that we will 
accept their exports, they will de- 
vote that capacity first of all to 
satisfying their needs for these 
products which we have for sale. 
This is evident from the fact 





that they bought in the aggre- 


and to the point. 


R. GEORGE E. ROBERTS is a stu- 
dent of conditions who is known widely 
for the sanity and independence of his views. 
His gift for cogent expression and direct state- - 
ment have made him one of the most fre- 
quently quoted figures in American banking 
circles. 
In the accompanying exclusive interview, 
Mr. Roberts’ remarks are particularly timely 
In effect, he protests against 
the rampant optimism which seems to be so 
general in this country today, calling attention 
to the great problems which will still have to 
be solved before permanent prosperity can be 
attained. 
Under 


Mr. 


the circumstances, 


Roberts’ 
statement deserves particularly close reading, 
not only by investors but by forward-looking 
business men as well. 


country can be found to favor 
outright cancellation of the debts 
foreign Governments owe us. 
However, they are also conscious 
of the fact that under existing 
conditions further importations 
of gold are likely to harm us 
rather than do us good. They are 
also aware of the fact that the 
existing tariff law is not likely to 
result in a marked increase in 
importations, which is another 
way of saying that Europe under 
the new tariff is not likely to find 
a way of increasing her trade 
with us and thereby her oppor- 
tunity for paying her debts to us. 
In other words, Americans, who, 
believing that increasing gold im- 
ports and the shutting out of for- 
eigners from our markets on ac- 
count of the new tariff, whether 
they know it or not, are virtual- 
(Continued on page 1039) 
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Industry 


HE new McCumber-Fordney Tariff Bill, which went 
T into effect on September 21st last, has aroused wide- 

spread interest and much favorable and unfavorable 
comment in the business and industrial world since it was 
first drawn up, all through each of the many changes that 
were made, to the present time. The new rates were in 
many instances so high as to cause considerable alarm in 
many industries, especially those in which higher tariff 
rates were posted on imported raw materials needed in 
their production. 

With the world’s business gradually reshaping itself 
into a more normal state, it was believed, and is now be- 
lieved by many people that progress in many directions 
would be retarded through the effects of these new high 
tariff walls. 

The public at large, too, has been intensely interested 
in the outcome of this law. Questions are heard on all 
sides as to what effect it will have on living conditions, 
living costs, unemployment, and so on. Will it lower the 
present high cost of living? Will it cause an advance in 
living costs? Will it cripple the nation’s industry, thereby 
creating again widespread unemployment? Or will it be 
a stimulus to trade, calling for more and more labor of 
all kinds? 

Tue MaGaAzINeE oF WALL Street, therefore, in an endeavor 
to present the real facts in the situation, has asked some 
of the leading men in the industries most affected by the 
increased taxes to give their frank opinions as to whether 
the ultimate result will prove beneficial or harmful to 





their respective industries. 


As the steel industry, the sugar trade, the chemical in- 


dustry and the shipping business are the lines of business most vitally affected 
through the new tariff, we have selected a leader in each of these lines—each one 
a man who is recognized as among the best-informed and best qualified to speak 
on conditions in his field—to tell us the story, as applied to the tariff, in each 


individual case. 


The opinions of these men are exceedingly interesting, in view of their positions 
and the authoritativeness, therefore of their statements. 

The consensus of opinion, as to the effect of the new taxes on business in gen- 
eral, as gleaned from this review, seems to be that the need for relief by Presi- 
dential action will soon be seen in most of the industries affected, and that some 
modification of the unusually restrictive clauses will consequently be made. 

It is, perhaps, rather too early to be able to determine exactly what the effect 
on these industries will be, as the new rates have only been in effect a little over 
a month. Nevertheless, how the tariff is working out at the present time, and the 
opinions of these men as to what the future has in store, proves a vitally interest- 


ing compilation. 
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Topping Sees Harm to Steel Industry 


BOUT the first of these industrial 
leaders to answer our queries was 
John A. Topping who, as President 
of the Republic Iron & Steel Co., one of 
the largest of the independent steel man- 
ufacturers in the country, is peculiarly 
well qualified to give an analysis of how 
the tariff is working out, as applied to 
the steel industry. Mr. Topping is of the 
opinion that the new tariff will result in 
higher production costs, thereby causing 
higher prices for steel, and that it will 
have a detrimental effect on the export 
steel trade. He believes, however, that 
after some experience under the new ré- 
gime, its deficiencies will be noted and 
the necessary amendments made. Here 
is what Mr. Topping has to say: 
“The new tariff on iron and steel will 


980 


increase the cost of production and, con- 
sequently, will tend to discourage export 
trade. Increased cost follows increased 
import taxes on a number of raw ma- 
terials, such as refractories and ferro- 
alloys, all of which heretofore have been 
admitted free of duty under both Demo- 
cratic and Republican tariff bills. 

“If high production costs are made 
higher through the newly-posted tax on 
higher prices for the finished steel and 
iron products, European consumers will 
divorce us as probably the largest pur- 
chasing source of steel and resort to the 
British and German markets for their 
iron and steel requirements. Germany 
would then loom up as a powerful com- 
petitor, as her labor costs are compara- 
tively low and her natural resources are 





How Will New Tariff Affect 





JOHN A, TOPPING 
President ot the Republic lron & Steel Co. 


sufficient to satisfy most, if not all, of 
its raw material requirements for the 
manufacture of iron and steel. Practical- 
ly every European steel and iron-produc- 
ing country, among the most notable of 
which are England, Germany, France and 
Belgium, are able to manufacture iron 
and steel at very much lower costs than 
the United States. For instance, take the 
labor situation. Common labor in the 
French steel mills, for example, gets 
about 9 francs for an eight-hour day, 
equal to about 72 cents in our money, 
against $3.60 a ten-hour day in this coun- 
try. The scale in England is probably 
somewhat higher, but Belgian steel wages 
are a trifle lower, while in Germany the 
average labor wage is infinitely smaller. 
The outlook for our export position, fig- 
ured on this basis, is not exceedingly 
bright, as present indications are that the 
wage scales of these countries are to be 
further reduced. 

“Some steel men believe that exporta- 
tion of steel to Europe will practically 
cease, as the result of increased produc- 
tion costs, such as higher wages and fuel 
prices. They point out that the Consoli- 
dated Steel Corporation, an exporting 
company formed by 11 of the largest in- 
dependent steel companies in this coun- 
try, liquidated its affairs and retired from 
business, mainly because high production 
costs prevented its competing for busi- 
ness abroad. Add to these costs the in- 
creased tax on the forementioned raw 
materials required in steel and iron man- 
ufacture, and the probable effect on the 
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export trade in steel is readily seen. 

“These opinions are universal through 
the iron and steel trade, and it is gen- 
erally known that practically all the steel 
manufacturers who testified some months 
ago before the Senate Committee strong- 
ly opposed the radical features of the 
McCumber Bill, as applied to the steel in- 
dustry. 

“The effect of these new tariff rates 
on the domestic steel industry, as I see 
it, will be to further advance iron and 
steel prices, and these will probably be 
followed by increases in manufactured 
articles requiring the use of these com- 
modities, all along the line. Consequent- 


ly, in view of the need for a stabilization 
of general prices (if not a lowering of 
them), I believe that this increased cost 
of steel will prove rather harmful to the 
country’s business, generally. 

“I am hopeful that brief experience 
will suggest the necessity for modifying 
some of the features of this bill in order 
to correct its inequities. 

“Fortunately for all interests, the Pres- 
ident of the United States has been given 
discretionary power under the Bill to 
change rates up or down, and therefore 
practical relief is provided against in- 
definitely continuing any hurtful clause 
in the new Tariff Bill.” 
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Lowry Says Tariff Hurts Sugar 
Consumer 


HE effect of the higher tariff rates 
T on the sugar industry has been to 
further increase prices that, due to 
trade conditions, were already on the up- 
ward trend, to influence the beet-sugar 
growers (who are in no way affected by 
the tariff) to boost their prices, and prac- 
tically the whole burden of the advanced 
sugar prices is placed on the shoulders of 
the consuming public, according to Frank 
C. Lowry, formerly Sales Manager for 
the Federal Sugar Refining Co., and now 
a partner in the sugar sales agency of E. 
Atkins & Co., one of the largest concerns 
of its kind in the world. Mr, Lowry is 
recognized as probably the most able au- 
thority, from an economical ard statis- 
tical standpoint, in the sugar trade. Re- 
garding the tariff and its effects on his 
particular industry, Mr. Lowry says: 
“Since September 21st, last, when the 
present tariff rates went into effect, the 
wholesale price of refined sugar has ad- 
vanced from 6.25 to 6.90 cents per pound. 
This has followed an increase in the price 
of Cuban raw sugar from 3 to 3% cents 
per pound. The increase in the tariff on 
this commodity averages about 18% 
points, bringing this item to around 1.76 
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usual 20% differential allowed on Cuban 
raws. The full duty on imported raw 
sugar is 2.204 cents per pound,* but the 
20% allowance was granted some time 
ago on imports from Cuba. Imports from 
Brazil and other ports, however, are sub- 
ject to the full rate, and these sugars 
are only brought into this country in 
emergencies. Therefore, the total cost of 
raw sugar to the refiners here has in- 
creased, with the aid of the higher tax, 
to about 5.56 cents per pound, including 
freight and insurance charges. 

“Congress could not have 
more unfavorable time to levy such a tax 
on sugar. A glance at the supply and 
demand figures will show the seriousness 
of the situation. At this time last year 
there was a surplus of raw sugar in Cuba 
of approximately 1,875,000 tons. Today 
there are about 333,400 tons of the last 
crop available for distribution to the 
United States and Europe. American re- 
finers have been taking at the rate of 
about 300,000 tons a month for the past 
6 months. At this rate, there is very lit- 
tle over a month’s supply on hand in 
Cuba, and the new crop will not be avail- 
able until December. 

“The growers have been aware of this 
shortage, of course, and have marked 
prices up, accordingly. The shortage is 
alleviated somewhat, however, although 
the price situation is not, by the 600,000- 
ton surplus of beet sugar on hand in this 
country. This also is short of demand, 
compared with a surplus of 1,000,000 
tons at this time last year. The Porto 
Rico crops are also short. The European 
beet-sugar crop is about 250,000 tons less 
than in June. 

“Therefore, with trade conditions in 
their present state, both as to crop short- 
age and rising prices, the rate of con- 
sumption exceeding the rate of produc- 
tion, etc., the added imposition of higher 
tariff rates is keenly felt by both refiner 
and ultimate consumer. 

“To the refiner it means the necessi- 
tating of larger outlays of money for 
purchasing raw sugar and the unpleasant 
outlook of being forced to raise whole- 
sale prices of the refined product. Thus 
far the refiners, as a whole, have not ad- 


chosen a 


vanced their prices in proportion to added 
costs. I believe that if they had, the con- 
suming public would soon be paying 10 
to 20 cents a pound for their sugar. 

“To the consumer, however, falls the 
ultimate disadvantage of the increase in 
tariff. The refiners are specifying in their 
sales contracts that in the event of any 
change in the tariff between the time of 
ordering and the time of delivery, the 
amount added to the tariff is to be added 
to the purchase price of the sugar. 

“There is another point I would like 
to bring out regarding the results of this 
tariff raising. The tariff rates are made 
according to the degree of quality of the 
raw sugar. The standard Cuban raw is 
96 degree, on which the tariff is, roughly, 
1.76 cents per pound. Now, it takes 108 
pounds of 96-degree sugar to make 100 
pounds of 100% refined, and the refiner 
loses the 8 pounds’ difference. There is, 
therefore, an added cost to the refiner 
of about 14.08 cents per 100 pounds of 
refined sugar. 

“There is urgent need for an amend- 
ment of this McCumber-Fordney Bill, or 
we face the probable outcome of having 
to pay war-time prices for sugar and 
everything which embraces that com- 
modity in its manufacture. I believe that, 
when the drastic effects of these new 
rates are known to those responsible for 
the making of our laws, action will be 
taken to modify the restrictions.” 


“Shipping Unaffected,”—Marvin 


W President, L. MARVIN, Vice- 


President and General Manager 
of the American Steamship Own- 
ers Association, declares that no fear 
whatever is felt by American shipping 
men regarding the outcome of the re- 
cently published tariff bill as it may affect 
their industry. He points out that fol- 
lowing other high tariffs foreign trade 
showed very favorable advances, rather 
than a falling off. Mr. Marvin says: 
“As far as the shipping business is con- 
cerned, we apprehend no reduction in vol- 
ume of international commerce. It is 
rather early at this time, however, to 
(Continued on page 1038) 








—+ 


FOREIGN TRA 
BEFORE & AFTER 
PAYNE-ALDRAICH TARIFF 


yy 
~~" 


» 
Oo 


PAYNE-ALOR 
“TARIFF 


Millionsof Dollars 


~ 
nr 


cc 
ms a 
190405 06 07 08109 10 11 12°15 14 











WW 














981 









Livermore's Methods Analyzed 


3—What He Looks for on the Tape 


By RICHARD D. WYCKOFF 











lutely no relation to each other. 





in listed securities for his own account. 


This series is concerned solely with the methods growing out of Mr. Livermore’s past experience as an operator 

It must not in any sense be construed as an indirect endorsement of securi- 

ties which may be in the promotion stage and with which Mr. Livermore’s name may be connected; nor should the 

making of this statement be construed as a disapproval. The two subjects, so far as we are concerned, have abso- | 
' 





mental position and a clear idea 

of the long trend of the market, 
Livermore picks up the tape at the open- 
ing of the market for confirmation or 
contradiction of his previously formed 
opinion. He has made a certain diagnosis 
of the present situation and a mental 
forecast as to what market action is like- 
ly. He realizes that the results of the 
day’s trading may alter, to some extent, 
his opinion as to the future course of 
prices—supply evidence as to whether his 
judgment has been right or wrong. If 
it is right, he sticks; if wrong, he alters 
his position. 

That little, narrow bit of paper ribbon 
records the hopes, fears and aspirations 
of millions of people. It is the concrete 
expression of the minds of all those who 
buy and sell stocks and bonds. Between 
four hundred and five hundred of the 
leading stocks are there recorded in vary- 
ing quantities and at all sorts of rapidly 
fluctuating prices. To extract the essence 
of the market intelligence expressed on 
the tape is a task which can be accom- 
plished successfully only by one who has 
a very deep understanding of the busi- 
ness, combined with long training and 
experience. 

Everyone familiar with Wall Street 
knows that the stock market does not 
drift about aimlessly, even though it does 
reflect the attitude of many people, for 
the public is unorganized and few of 
those who participate in the great game 
know what their neighbors are doing. 
But the large interests and the leading 
operators and the pools have a very clear 
idea of what they believe certain stocks 
should sell at or can be made to sell at, 
and their efforts to induce buying or sell- 
ing or inactivity at certain levels are 
problems for the tape reader to solve. 

Livermore judges the probable future 
course of the market and of various 
stocks by their own action, for this is 
more significant to him than what any 
insider says, prints or promises. He 
knows that very often insiders are the 
worst judges of their own stocks, because 
they know too much 

ie about their 
compa- 
nies; they 
are too 
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close to them to see the weak spots; they 
are often ignorant of technical considera- 
tions. In referring to the bullish interviews 
which occasionally emanate from certain 
quarters, he has remarked to me what I 
very well know : thatimportant selling could 
be traced to the almost identical sources 
at about the same time. That is one 
reason why the tape means so much to 
him, for it shows the real purpose be- 
hind the bit of propaganda skillfully 
press-agented for public consumption. 

The tape is a moving picture with no 
two flashes alike. The picture changes 
about every two seconds. LEach altera- 
tion bears a certain relation to what has 
passed and casts the shadow of what is 
coming. To read and mentally assim- 
ilate these stock market tiashes and apply 
rapid fire horse-sense to them continous- 
ly through a five-hour session; to extract 
the essential facts and sense the purpose 
and probable outcome of what is happen- 
ing, is his daily job. 

These are some of the things he looks 
for on the tape: whether opening prices 
are above or below the previous closing; 
which stocks are showing weakness or 
strength at the opening; which are neg- 
lected; character of the leadership; 
which groups (industries) are strongest 
and weakest; whether former leaders are 
hesitating and which others are coming 
to the fore; the power of the strongest 
or weakest groups to act as a stimulus 
or to retard the rest of the market; na- 
ture of the manipulation; which pools 
are most active and how their stocks re- 
spond to the general or specific news af- 
fecting them; probable meaning of this 
weakness or that strength; volume of 
trading in the whole market; whether it 
is increasing or decreasing compared 
with yesterday, last week, last month; 
the way in which leaders and secondary 
leaders respond to stimulation or pres- 
sure; nature of the buying or selling, 
whether mostly manipulative, professional 
or public; swiftness or sluggishness of 
the advances or declines and the fre- 
quency with which these occur; which 
lasts the longest; their distance apart; 
how the market and certain stocks act 
at the points of resistance; its ability 
to absorb selling or to supply stocks; 
whether the principal pools are accumu- 
lating, marking up or distributing; 
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whether there is evidence of very much 
inside operating; whether it is heavy or 
light; what the floor traders are doing; 
general position of these professionals— 
long or short, light or extended; charac- 
ter of the securities being absorbed or 
liquidated by the public; influences to 
which they respond; ability of the mar- 
ket to sustain itself without artificial 
stimulation or pressure; how it acts when 
left to itself; changes in its condition 
when the bulls suddenly abandon their 
tactics; which stock in a certain industry 
is acting the best or the worst; are in- 
siders taking their time or trying to 
force a certain situation; whether certain 
stocks go up easily or whether they show 
a lack of supporting orders and there- 
fore break badly under a little pressure; 
whether insiders are buying openly or 
under cover—cautiously or boldly; and 
why; when the small or large swings 
run their courses; relative position of 
the market today compared with previous 
days, months and years; where the point 
of danger lies; which issues have stopped 
going with the trend or have begun a 
reverse movement; and—most important 
of all—when it is time to act in a big 
or small way. 

These are a few of the main consider- 
ations which help to form his judgment 
as to whether his present or contem- 
plated commitments are right or wrong; 
whether he should maintain his position, 
flop to the other side or get out of the 
market altogether. Long practice at the 
business has put so keen an edge on his 
judgment that it is almost intuitive. He 
expects the tape to tell him what is go- 
ing to happen far in advance of the 
event, for what is known to one or more 
persons operating in the stock market is 
more or less certain to be indicated by 
their own transactions or those growing 
out of the situation thus disclosed. He 
knows that the first thing a person does 
when he discovers something which may 
alter the value of certain securities, is 
not to print it on a news ticker but to 
buy or sell the stock himself, and then 
tell his friends about it. That is one 
kind of “news” Liver- 
more looks for on the 
(Continued on page 1047) 
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Remaining Investment Opportunities 


What Remains in the Bond Market ?—Preferred 
Stocks and What They Offer—A New Guide 


N the previous issues of THE Maca- 

ZINE OF WALL Street the writer re- 

viewed the advance of the bond mar- 
ket during the past fifteen months and 
discussed the advisability of switching 
from bonds yielding 5% or less to the 
higher-yielding issues. 

Since this recommendation was made 
the bond market has given further indi- 
cations that the almost steady advance 
since June, 1921, has been halted. The 
reasons for this condition are to be found 
in the present status of the money mar- 
ket and the outlook for interest rates. 


Latest Government Financing 


Probably no better gauge of the trend 
of interest rates can be obtained than 
from the recent Government flotation of 
Treasury Notes to bear interest at 444% 
per annum, or % of 1% more than was 
paid on the previous issue. If the Gov- 
ernment has to pay 4%% for money at 
this time, it is reasonably safe to assume 
that bonds that have been selling on as 
low as a 434% basis for the past month 
or so have reached the top for some time 
to come, with indications pointing to a 
period of slowly declining bond prices 
as interest rates work higher. With Trea- 
sury Notes yielding 444%, gilt-edge bonds 
should not sell below a 5% basis, with 
other grades selling to yield propor- 
tionately more. 

With business activity increasing and 
bumper crops to be moved there is likely 
to be a further increase in interest rates, 
with almost a certainty that interest rates 
will at least remain firm. 

Thus, even among the middle-grade 
bonds that are still yielding close to 6% 
and in some cases more, the possibilities 
for further appreciation in value are 
rather limited, though some of these 
bonds are still attractive from an income 
view-point. 


Preferred Stocks to Fill the Gap 


Those bondholders who placed their 
funds in the better-grade issues and have 
preferred to avoid the so-called “specula- 
tive” issues in the Bond Buyers’ Guide, 
will naturally seek other sources of in- 
vestment, which offer better returns than 
they are now obtaining and less risk 
than they would sustain in carrying the 
speculative bonds. On the other hand, 
there are a large number of investors 
who are willing to take bigger risks 
for bigger profits than can be obtained 
through even the speculative bonds. 

The time has arrived in our opinion 
for definite action on the part of bond- 
holders whose investments have advanced 
to the point where the return is compara- 
tively low and the possibilities of further 
appreciation extremely limited. 
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By ARTHUR J. NEUMARK 








PREFERRED STOCK GUIDE 
SOUND INVESTMENTS Dividend 
*Times 
INDUSTRIALS: Apx. Price Apx. Yield Earned 
B, Sey OE) BOB, occ cccccccccscccascoce 100 7.0 4.5 
2. General Motors 7% es) Sc cacecnnseen 97 7.2 $5.4 
3. American Woolen 7% (c.) pfid..............055 109 6.4 2.9 
€. Lecee- Wiles 7% (c.) let phd.......ccccccccccce 103 6.8 3.5 
&. American Cam TH (6.) pb. .cccccccccccccccccce 10934 6.4 2.2 
6. Baldwin Loco. 7% (c.) pid.......-...+.eeeeees 114 6.1 5.4 
7. Endicott-Johnson 7% (c.) pfd........ oenecsoes 114 6.1 34.0 
8. Standard Oil of N. J. 7% (c.) pid...........00. 117% 5.9 5.9 
9. Allied Chem. & Dye 7% (c.) pid.............. 112 6.2 14.5 
10. Standard Milling 6% (n.c.) pfd............... 95 6.3 4.6 
PUBLIC UTILITIES: 
1. North American $8 (c.) pfd.............. 46% 6.4 5.0 
S. Philadelphia Co. GB Ce.) mld... occ ccccccccccccs 44% 6.7 3 
RAILROADS: 
1. Chesapeake & Ohio 614% conv. pfd............. 105% 6.1 6.6 
2. Baltimore & Ohio 4% (n.c.) pid.......... 64), 6.2 So 
8. Chicago & N. Western 7% part. (n. c.) pfd.. 123 5.6 6.3 
4. Colorado & Southern 4% (n. c.) Ist pfd..... es 6234 6.3 8.2 
G. Bonding GP Ge. 6.) Bat Bele. ccccccccccccccccecs 52% 8.7 13.7 
MIDDLE GRADE INVESTMENTS 
INDUSTRIALS: 
1. General Amer. Tank.Car 7% (c.) pfd........... 102 6.8 $5.7 
2. Associated Dry Goods 6% (c.) Ist pfid.......... 86% 6.9 2.7 
S. J. Kayser & Co. 8% (C.) phd... cc ccccccccccces - 108% 77 1.8 
Sy} U*“E. £3 950 Pree 97% 7.1 $3.1 
5. American Smelting & Ref. 7% (c.) pid......... 101 6.9 2.5 
6. Allis Chalmers 7% (c.) pfd............... 102 6.8 3.2 
7. Bethlehem Steel 8% (c.) conv. pfd............. 112% 7.1 6.9 
8. Bush Terminal Bldg. 7% pfd.................. 98% 7.1 1.1 
9. U. S. Industrial Alcohol 7% (c.) pfd........... 97 7.2 8.9 
10. Nat’l Cloak & Suit 7% (c.) pfid................ 98 7.1 8.0 
11. American Sugar Ref. 7% (c.) pfd.............. 109 6.4 1.8 
12. Cosden 7% (c.) convertible pfd................ 9934 7.0 114.6 
18. Sears, Roebuck & Company 7% pfd............ 1084 6.4 15.7 
14. Cuba American Sugar 7% (c.) pid............. 98% 7.1 8.0 
ie SE EE WE GD Mia cncccecsccceccesevee 107% 6.5 902 
RAILROADS: 
1. Pere Marquette 56% (c.) prior pfd.............. 78 6.4 3.3 
2. Colorado & Southern 4% (n.c.) 2nd pfd........ 58 6.8 7.2 
3. Chicago, R. I. & Pac. 7% (c.) to 5% pfd........ 100 Tto5 2.2 
4. Pittsburgh & W. Va. 6% (c.) pfid.............. 95 6.2 2.0 
SEMI-SPECULATIVE INVESTMENTS 
INDUSTRIALS: 
1. Famous Players-Lasky 8% (c.) pfd............. 98" 8.1 16.4 
2. Mack Trucks Inc. 7°, PD i Mis on ecebennees 93 7.5 1.8 
3. Worthington Pump & Mach. 7% (c.) “A” pfd... 87% 8.0 6.6 
4. U. & Rubber 8% (n.c.) Ist pfid.............00. 100i. 7.9 2.6 
5. Fisher Body of Ohio 8% (c.) pfid............+.- 94354 8.4 aan 
6. be nee ky” aeieapiaeees 96% 8.2 3.1 
7. California Petroleum 7% ey St Micasccoeeks 95 7.3 2.6 
8. Pure Oil 8% (c.) convertible pfd............... 1004 7.9 6.0 
9. Stern Brothers 8%  ryehacseéeunnsenetde6ee 100 8.0 .8 
PUBLIC UTILITIES: 
1. Market St. Ry. 6% (c.) yw  ptenteoned¥eee 6634 8.9 72.5 
2. American Water Works 7% (c.) Ist pfd......... 91% 7.6 1.5 
(n. c.) Non-cumulative. (c.) Cumulative. 
* Average for last five years. t Average for last two years. t Average for last three 
years. § Average for last four years. { Stock was issued this year. Figures represent 
number of times dividend would have been earned had stock been outstanding. 























An investor should use the same policy 
in handling his investments as he does 
in his business. The objective is the most 
profitable turnover in keeping with rea- 
sonable safety, at all times. Let us pre- 
sent the investment problem as a busi- 
ness one. The X Y Z Corporation has 
been carrying on a highly profitable bus- 
iness in the manufacture of sole and up- 
per leather. Prices of the product have 
been advancing as a result of a heavy 
demand, which suddenly disappears when 
the price reaches a point where people 
can no longer buy. Upper leather, on 
the other hand, has been comparatively 
neglected, for the sake of argument, dur- 


ing the boom in sole leather. Sensing 
a strong demand for this product in the 
near future, dealers begin bidding for 
the upper leather and the manufacturing 
concern begins to turn its machinery on 
to production of upper leather. As one 
arranges his business affairs to meet 
changing demands so must the in- 
vestor be able to sense where he can 
obtain the largest returns from his in- 
vestments as conditions change, with- 
out jeopardizing his capital. 

The highest-grade bonds, generally 
speaking, have about fully discounted the 
present level of interest rates. Preferred 
stocks, on the other hand, have not fully 
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BOND BUYERS’ GUIDE 


Foreign Governments BETTER GRADE 
Clem of Costetionia (B) Oe, 10068. ..... .ccccccccccccccccccecs 
Danish Municipal (b) S. K. 8s, 1946............... oe 
See GE Meee CO) GR, BOOB. occ cc cccceccecvcccess 
City of Cop:nhagen (b) 5%s, 1944.......... 
Kingdom of Sweden 6s, 1939..............- 
PS CON UL Cccdccesoseacescecs ee 
U. K. of Gr. Britain & Ireland (c) 5%s, 1937.... 
Dominion of Canada (c) 5s, 1931.......... oe 

MORE SPECULATIVE 
Republic of Chile (b) Os, 1042. .......cccecrcccccccccccces 
Bad Pasle (6) Ga, BBB. occ cccccccccccccscccecccccccece ces 
Se te GE SEED Gy, Hs cv ccccdccdccuscdoncenseccecccuse 
(e) Railroads. GILT EDGE. 


Balt. & Ohio S. W. Div. (b) Ist Mtg. 314s, 1925........... 
Ches. & Ohio (a) Genl. Mtg. 452s, 1992... .... 2... cece eens 
Delaware & Hudson (a) Ist & Ref. 4s, 1943............554+ 
Southern Pacific (b) Ist Ref. 4s, 1955........ 2... eee eeeee 
Chic., Burl. & Quincy (a) Genl = Gh, Bees ccceeccecene 
N. Y. Central Genl. Mtg. 3%s, 1997....... 6... eee eeeenes 
N. Y., Chic. & St. Louis Ist Mtg. 4s, 1937..........--+0+5 
Atlantic Coast Line (a) Ist Mtg. 4s, 1952. .........-..00008 
Pennsylvania (a) Genl. Mtg. 4448, 1965.........-0-eeseeee 
West Shore (a) Ist Mtg. 45, 2361... .. 2... . eee cence eeeee 
Norfolk & Western (c) Cons. 4s, 1996............++eeeeee 
Central R. R. of ao (a) Genl. Mtg. 5s, 1987............+6 
Chic., R. I. & Pacific (a) Genl. Mtg. 4s, 1988........... + 





(e) Industrials. 
Armour & Co. (a) R. EB. 4348, 1989... 2.2... eee cece eeeee 
General Electric (b) Deb. 6s, 1952...........-- ee eeeeeees 
International Paper (a) 6s, 1947........0. 5 cee eee eeeeeneee 
Indiana Steel (a) 58, 19568.........scceccccccccevccceccees 
Liggett & Myers (aa) Deb. 5s, 1951.........--++seeeeeeee 
Baltwin Lecd. (a) Ge, 8988. . ccccccccccccccccccccvccceceee 
National Tube (a) 5s, 1962......ceceeceeeeeceseceenecece 
Corn Products (a) 55, 1934. .....ccccesecececteeeeeeeeecee 
U. S. Steel (a) Bs, 1968... crccccccccccceevecaceees senses 
(e1) Public Utilities. 
Duquesne Light (b) 6s, 1949....... iitesiessaneenems 
American Tel. & Tel. (c) 5s, 1946. 
Philadelphia Co. (c) 6s, 1944... 
N, Y. Telephone (b) 4%s, 1989. 
Montana Power (c) 5s, 1948..... 
Cal. Gas & Electric (a) 6s, 1937...... 
N. Y. G., E. L., H. & P. Va 6s, 1948. in 
Pac. Tel. & Tel. (a) 66, 1087......cccccescccccrcnccccccs 
el) Railroads. MIDDLE GRADE. 
J Cin., Chic. & St. L. (a) Deb. 48, 1931.........-+++ 
Ches. & Ohio (b) Conv. 5s, 1946.........-. ee eeeeeeeeee 
Missouri, Kansas & Texas Prior Lien 5s BEB conseeeacesse 
St. Louis-San Fran. (a) Prior Lien 4s, ee eaacaiageraite sa 
Balt. & Ohio (b) Ist Mtg. 45, 1948... 1... 0 cee eeceeeecceees 
Illinois Central (b) Col. Trust 4s, 1952.........6.ceeeeeees 
Pere Marquette (c) Ist Mtg. 5s, 1956..........-seeeeeeees 
Kansas City Southern (a) Ist Meg. i, PDs cosccocesoceces 
Southern Pacific (b) Col. Trust 4s, ada 
St. Louis Southwestern (a) Ist “. GR, BOSD. cccccccceseccs 
Chic. & Eastern Ill. (c) Gem. 6s, 1951... 2... cee ceeeeeeee 
Industrials. 
South Porto Rico Ist Mtg. 78, 1041.........00.eeeeeeeeers 
Sinclair Ist Lien, Col. Tr. 78, 1987......00--eeeeeeeeececes 
Wilson & Co. (a) Ist 6s, 194 
Adams Express (b) 45, 1948......--eeeseeeeeeewereeeeees 
Comp. Tab. & ey sy | (DD) Ge, 1941... . ccc cece ceeecccece 
Int. Mere. Marine ¢b} is, 1941 
Lackawanna Steel (c) 5s, 1950...... cubadeueneetseneewers 
U. S. Rubber (c) 5s, 1947......seeresreeeececeeeesecececs 
Amer. Smelting & | (c) Bs, 1947... cccecceccecees 
Goodyear Tire (c) 88, 1941......secceceeceerecteeeeseeees 
(e) Public Utilities. 
Public Service Corp. of N. J. (a) 56, 1959........seeeeeeee 
Detroit Edison (c) Ref. 5s, 194 
Brooklyn Union Gas (a) 5s, 1945. ....seeeeesereeeerecrves 
Northern States Power (b) 5s, 1941 
Brook} Edison (c) 5s, 1949..... eeccce $0066000eeeoesess 
Utah Power & ex (a) 5s, 1944...... O60eeescceeceoecees 
Cumberland Tel. Tel. (b) Ge, UST. .ccccccccccccccccecs 
Railroads. SPECULATIVE. 


Western Maryland (a) Ist Mtg. 48, 1952........-..s+se00% 
Iowa Central (a) Ist Mtg. 5s, 1938. ..........--seeeeeeres 
St. Louis Southwestern (a) Cons. Mtg. 4s, 1982...........- 
St. Louis-San Francisco (a) Adj. Meg. te, 1955 
Mo., Ay = s ay’ Adi. Mts. Bs, 1967..........- 
Erie (a) Gen en 4s, 1996... ......+seceeee 
Southern Railway (a) Genl. Mtg. 4s, 1956... 
Missouri Pacific (b) Genl. Mtg. 4s, 1975....... 
Carolina, Clinch. & Ohio (c) Ist Mtg. 5s, 1938 
Chic. Gt. Western (a) Ist 4s, 1959........++++- 
Int. & Gt. Northern Adj. 6s, 1952...... jpneenedeveessence 


Industrials. 
Chile Copper (b) @s, 1982...........++ 60000seensesorecace 
Va.-Carolina Chemical (c) 7348, 1982.....0.0seeeeceeeeeee 
American Writing Paper (a) 65, 1989.........eseeeeeeeees 
American Cotton Oil (a) 5s, 1981.......0esceeceeeeeeeees 
Cuba Cane Sugar (c) 7s, 1980.......ceeeeceeeeceeceetenee 
Public Utilities. 
Hudson & Manhattan (c) Rite. Ba, 2OBP..ccccccccccccccce 
Intr. Rapid Transit (a) 5s, 1966 
Third Avenue (b) Refg. 48, 1960... ......ceeeeeecceeeeeee 
Va. Railway & Power (a) 5s, 1984. .......eeseeeeeceeeees 






TEeeeT EeePC ee eee eee eee) 


(aa) Lowest denomination, $4.68. {e) Lowest denomination, $500. 
(a) 1,000. 


Lowest denomination, (ce) Lowest denomination. $100. 
(x) This issue was created on May |, 1921. 
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(d) Lowest denomination. 


+ This Issue, which represents the ontire funded debt 

* Number of times over Interest on these bonds was earned. E 

os reported . LThis represents number of times interest on the companies’ entire outstand- 
funded debt was earned, based on actual -¥-- of last five years. Interest on this issue was fully covered. 


(e) Bonds in this group should no longer They appear now as a mai 





purchased. 
ee", Bonds In this oroup should no longer be purchased with the 
M., K. & T. 5s, F 


seo 4s, & Chi. & E. tll. 5s. (f) These bonds shoul 
appear as a matter of record only. 


only. 
Light 6s, Phila. Co. 
. Th 
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discounted the combination of rapidly- 
improving industrial conditions and lower 
money rates. The one logical step to 
take, therefore, seems to be to switch 
from low-yielding bonds to the more re- 
munerative high-grade preferred stocks 
and so on down the line. 

The question naturally arises, “How 
about the safety of principal?” 

The wheels of industry are again turn- 
ing more actively and profitably than at 
any time in the past eighteen months. In- 
creasing demand for steel products, large 
equipment buying, the heaviest volume of 
traffic on the railroads in the history of 
the country, with the exception of the 
fall of 1920, a bumper crop and easy 
money, all point to a period of better 
earnings for practically all classes of 
companies. The writer has combed the 
list of preferred stocks very carefully 
and the accompanying Guide, in his opin- 
ion, represents a collection of the best 
for the respective groups. 

There can be no safe and fast rule for 
all groups of investors. It is not the pur- 
pose of this article to lay down any one 
iron-clad course, but rather to present a 
complete picture of the opportunities for 
all classes of investors in The Preferred 
Stock Guide. 


Individual Cases 


Those investors who have been carry- 
ing “Gilt-Edge” bonds should transfer 
their funds to the “Sound Investment” 
groups in the Preferred Stock Guide. 
These securities are all well protected as 
to assets and earnings. The slightly 
larger risk in changing from a first mort- 
gage bond to these sound investments 
should be more than compensated for by 
the larger return and the prospects for 
appreciation in value. 

Holders of “Middle Grade” bonds that 
are now selling below a 5.5% basis 
should switch, either into the “Sound In- 
vestment” or Middle Grade groups of 
preferred stocks. In many cases this 
class of investors will sacrifice little or 
nothing in the way of safety by switch- 
ing into the first group, and those who 
are willing to take the stocks in the less 
well secured Middle Grade groups will 
probably realize further substantial profits 
on their original investments. 

As for the Semi-Speculative securities 
the writer does not recommend that 
holders of speculative bonds switch into 
the former group. The same principle 
holds true for these bonds as for the 
junior grade of preferred stocks. The 
high yields are due to the greater uncer- 
tainty as to the safety of interest and 
dividend payments, and in some cases to 
continued depression in certain indus- 
tries. Increased earning power alone, in 
most instances will improve the invest- 
ment rating of these securities and as 
that is what is taking place with almost 
all companies, it is only natural to ex- 
pect material appreciation in the prices 
of the more speculative issues. 

The “Semi-Speculative’ issues are 
therefore included in the Guide for the 
purpose of aiding those investors who 
are seeking dividend-paying - securities 
which offer possibilities for appreciation 
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in value similar to what was obtained 
through the purchase of “Speculative” 
Lhonds. In order to be of further assis- 
tance to such investors the writer will 
sive a very brief analysis of the status 

the different “Semi-Speculative” is- 


sues. 


Brief Analysis of Semi-Speculative 
Stocks 


FAMOUS PLAYERS-LASKY 8% 
eferred has not enjoyed a good invest- 
ment rating because of the nature of the 
stion picture industry. The element of 
icertainty as to the success of each 
picture after larger sums have been ex- 
nended for production and the fact that 
the company’s entire success depends on 
the good-will of the public has not in- 
sired investors with great confidence in 
tuis issue. Then again the stock is not 
cured by a sufficient amount of tangible 
assets. In case of liquidation investors 
uuld hardly obtain anything like one 
hundred cents on the dollar. These fac- 
rs make it necessary to class this se- 
irity among the speculative stocks, de- 
vite the fact that: 

1. The company earned on an average 
of over $15 a share on the common during 
the past four years. 

2. Is earning the preferred dividend 
about six times over this year. 

3. Has been paying 8% on the com- 
mon since the early part of 1919. 

4. There is no funded debt ahead of 
the preferred, and 3% of the outstand- 
g amount of stock is being redeemed 
every year at 120. 

5. The stock is convertible into com- 
mon at $120 a share. 

MACK TRUCKS, INC., has been 

ijoying a very good year and earnings 

e running substantially in excess of 
preferred dividend requirements. The 

ympany has a large amount of unfilled 
business on its books and as one of the 
leading manufacturers of motor trucks 
should continue to enjoy a growing busi- 
ness. The preferred stock has had a 

ibstantial rise and it seems to be only 

question of time before it enjoys a 
higher investment rating. 

WORTHINGTON PUMP & MA- 
CHINERY recently passed its common 
dividend, which, of course, affects the 
standing of the preferred stock. Busi- 
ness is improving and outlook is good, so 
that in time the stock should sell con- 
iderably higher. The worst news is out. 
‘he preferred dividend appears to be in 

» danger. 

U. S. RUBBER is one of the com- 
panies that has suffered severely from 
he continued depression in the rubber 
idustry. The situation secms to be im- 
roving and there seems to be little doubt 
ut that the 8% dividend on the pre- 
erred will be maintained after having 

eathered the storms of two such years 

s 1921 and 1922. Under normal con- 
litions the operations of this company 
re highly profitable. 

FISHER BODY of Ohio is con- 
rolled by the Fisher Body Corporation, 
vhich in turn is controlled by General 
\fotors. The company is a new one and 
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its stock is unseasoned, but in the writer's 
opinion is selling considerably below its 
intrinsic worth at this time. 

STERN BROTHERS experienced 
considerable difficulty in the first few 
years after moving its old well-known 
store from 23rd Street to 42nd. It was 
one of the leaders in the “uptown move- 
ment” and the wisdom of this action is 
now manifest. Earnings have been im- 
proving rapidly and before long the pre- 
ferred stock should enjoy a very much 
higher investment rating. 


ORPHEUM CIRCUIT 8% pre- 
ferred stock is also a new and unseasoned 
investment. Since incorporation earnings 
have been substantially in excess of pre- 
ferred dividend requirements, but in or- 
der to conserve cash resources to com- 
plete theatre development program, ac- 
cording to th official staetment, the divi- 
dend on the common was passed on De- 
cember 31, 1921. 

There have been rumors of a merger 
of this circuit with Keith's, which of 
course would greatly strengthen the po- 
sition of both companies. In any event 
the stock appears to be attractive around 
current levels. 

The oil securities included in the guide 
are placed as the last recommendations 


as they apparently offer less speculative 
possibilities than the other issues. Sin 
clair and Pure Oil are heavily capitalized 
The outlook for the industry is bright, 
however, and on the next upward move 
of oil stocks, the preferred issues should 
certainly sell on a smaller yield basis 
than at the present time. 


THE MARKET ST. RY. CO. is the 
successor to the United R. R. of San 
Francisco. Since reorganization the com- 
pany has reported earnings sufficient to 
pay dividends on both the prior and first 
preferred stocks. This good showing is 
being made on a 5 cent fare. A recent 
valuation by city engineers showed all 
classes of stock to be worth 100 cents 
on the dollar. As the company only 
started paying dividends on the prior 
preferred this year the stock must be 
considered an unseasoned issue. It is 
not well known or advertised very much 
by stock brokers, but it will be only a 
question of time before the actual value 
of this security is more generally ap- 
preciated and a higher market for it es- 
tablished. 


AMERICAN WATER WORKS 
CO., like all public utility companies, has 
benefited considerably by reduced oper- 
ating costs. 





The Retirement of Lloyd George 


The New Conservative Cabinet—Probable Consequences 
of the Defeat of the Coalition 


HE fall of Lloyd George is a mo- 
mentous event not merely because 
of its purely national significance 
to Great Britain but because it contains 
the highest international significance. 
Lloyd George’s defeat may be considered 
the beginning of a general onslaught on 
the present constitution of politics and 
those who are in charge of political des- 
tinies. There is no question of the gen- 
e1al dissatisfaction with the ideas and 
purposes of the various cabinets in Eu- 
rope and even our own Administration 
cannot hope to come out unscathed in the 
general re-alignment that is to come. 
The retirement of Lloyd George comes 
at a critical time in the world’s destinies. 
It comes at a time when Germany, Aus- 
tria, Italy and France, not to speak of 
less important nations, find themselves 
face to face with economic disintegra- 
tion. 


Will There Be a Different Result? 

While there has been at all times se- 
rious disagreemer.. with the methods and 
policies of the deposed Prime Minister, 
he at least made a fair attempt to hold 
the tottering structure of Europe to- 
gether. That he has not succeeded can- 
not be attributed to any lack of acumen 
or energy on his part. Few men have 
been so skilfull in the conduct of inter- 
national affairs as the little Welshman. 


ut the difficulties he had to contend with 

proved too much even for his extraordi- 
nary ability. Those same problems re- 
main and the new Prime Minister is 
faced with precisely the same situation as 
his predecessor. 

A great responsibility therefore rests 
upon Lloyd George's successor. It could 
be wished that the temporary Conserva- 
tive Cabinet which has been set up will be 
completely successful in aiding to bring 
back Europe to a normal peace-footing. 
Unfortunately, it has a poor heritage and 
is faced with the unequal struggle of con- 
tending against the almost unsurmount- 
able problems left to it by its predecessor. 

It is a.question whether it can succeed. 
Already there is talk of a Labor Govern- 
ment in England should the new Conser- 
vative Cabinet fail. 

That we have reached a critical stage 
in international affairs is too obvious a 
fact to dispute. A Conservative in Down- 
ing Street means the mailed fist and the 
mailed fist has not been productive of 
good results in the past few years. It 
is doubtful that it will be more success- 
ful in the months to come. 

All this cannot fail to interest us who 
are in America. It is simple that we can- 
not expect to be unaffected in the event 
of any far-reaching change in the basis 
of government in Europe. 
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A Speculation 


Factors of Uncertainty and Danger in the Finan- 





cial Outlook for the Major States of Europe—Sal- 
vaging Investment Losses on Old Commitments 


EADERS of THE MAGAZINE oF 

Watt Street will have observed 

that for over two years it has rec- 
ommended the purchase of few foreign 
securities with the exception of British 
and Canadian Government issues, in 
both of which cases an exchange 
profit is shown on transactions made 
at the time they were recommended. 
As to the other countries, however, 
particularly those where great’ specu- 
lative activity prevailed in the various 
currencies, such as Germany, France, 
Austria, Italy and at one time Russia, 
the attitude of THe MaGAZzINE OF 
Watt Street has been that while 
there were undoubtedly great possibil- 
ities of profit if (and this is a great 
“if’) these currencies returned to or 
toward par, at the same time there 
were just as big or bigger possibilities 
of loss, and under the circumstances 
it was better to seek investments 
nearer our own shores where the sit- 
uation could be followed a little more 
closely and where the conditions were 
not so involved. 


Position Justified 


Events have since justified this po- 
sition. The Canadian and British ex- 
changes have gone up, and practically 
all of the others have gone down. 
At this time it may be opportune 
therefore, to review this position and 
consider whether it is time to change it, 
or whether the same uncertainties and 
dangers exist as before. 

At this point it must be stated that the 
position of the small individual investor 
or speculator in foreign exchange or se- 
curities is different from that of the big 
one. Not only is he less well fortified 
against a complete loss, but a big capital- 
ist may have motives which would play 
no part with the small one. An indus- 
trial concern, for instance, may desire 
to buy stock control in a foreign cor- 
poration using its product to stimulate 
sales or establish a community of inter- 
est, or may find in convenient to have 
bank balances abroad for business rea- 
sons, all of which are very different from 
a straight speculation in foreign ex- 
change, which alone interests the small 
purchaser. Many of the latter have been 
misled by reports, occasionally true, that 
certain “big interests” were buying cer- 
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tain foreign currencies or securities into 
thinking that this meant a speculation in 
the exchange as such, instead of as an 
accessory to some international trade 
transaction. 











tation, and one that may burst out at a: 

time; these are respectively German 

the Near East and Russia. All of tl 

major nations of Europe are involved 

one or more of these complications, a1 
while they all take on political form 
they may be regarded as econom 
struggles in their essence. 

In the case of Germany, the lin 
up of economic interest is simp! 
England wants to “save” Germany 
a customer, France and Belgium want 
to collect from Germany as a debt 
Recent developments since this si 
uation was last analyzed have tend 
only to emphasize and aggravate al 
ready existing conditions: the fall of 
the German currency, the steady ris: 
in German interest rates with the c: 
of insufficient capital, and the begi: 
ning of an increase in unemployment 
are all danger signs of the first im 
portance. 

In the Near East, the issues ar 
more complex, and the really fund: 
mental deciding factors are not to bi 
unravelled as yet. We do know, 
however, that the gerat market for 
Turkish bonds, where they were 
originally floated and where they 








Europe’s Pet Hippopotamus 
—New York Tribune Syndicate 


Therefore, while the big capitalist is 
in a position to add foreign securities 
to his holdings and, in fact, is sometimes 
compelled to do so because of conditions 
affecting his company or otherwise large 
interests, the small investor who con- 
ceivably has no such motives, is plainly 
speculating when he buys the majority of 
European securities, including Govern- 
ments. It cannot be too strongly urged 
upon the small investor that he pursue 
the path of safety and limit his invest- 
ments to those that are not complicated 
by such enormous difficulties as those 
surrounding the outlook for so many for- 
eign issues. Later on, if world condi- 
tions improve drastically, these securi- 
ties may again attain investment stand- 
ing. But that is not the case today. 

The present situation in Europe is one 
of great uncertainty, loaded with dan- 
gerous possibilities for the immediate fu- 
ture. There are two foci of active irri- 


are still largely held, is in Paris; 

that French capital is heavily in- 

terested in Near Eastern railroad 

projects and oil development,. and 

that French investments in other 
foreign countries have been turning 
out so badly that it is essential to the 
prestige of any French Government 
that wants to maintain itself in power 
to prevent the French investment in 
the Near East from going the way o! 
that in Russia or in German repara- 
tions. 

The economic interest of Great Britai 
in the Near East is a little harder t 
trace. It is probably of significance, how 
ever, to point out that Sir Basil Zaharofi 
fellow-shareholder with the British Gov 
ernment in the Anglo-Persian Oil Co., 

a Greek, and actively identified with th 
Venizelist group in Greek politics, whic’ 
has looked to him for its financing fc 
many years, and has recently scored 

victory in the replacement of King Cor 
stantine by King George. It may also |! 
not amiss to point out that Sir Basil ha 
a controlling interest in the great Vicker: 
group of munitions interests. In any cas« 
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the divergence of interests is clear at 
this point between England and France, 
and it is no exaggeration to say that 
where the economic conflict is so clear- 
cut there is a sufficient basis for a diplo- 
matic or possibly a military conflict. 
Here also the day-to-day news gives 
little clew to what the future will bring. 
\ little additional diplomatic cleverness 
1ay avoid an open break, or a little more 
tupidity may precipitate one, but even 
hould an agreement be reached this time 
ie ghost of fundamental antagonism will 
ot have been laid, but will come up 
again and again like a recurrent appari- 
ion until a settlement is reached on eco- 
omic, not political, grounds. 


A Smoldering Fire 


From the standpoint of Europe as a 
vhole Russia remains a smoldering fire 
rom which a conflagration may start any 
noment. In spite of innumerable tenta- 
ives and approaches, Russia has not yet 
made its peace, economically any more 
han politically, with any of the West- 
ern Powers, a point reinforced by the re- 
ent failure of the negotiations of Leslie 
Urquhart of the Russo-Asiatic Consoli- 
lated Co. England, America and Ger- 
many want to do business with Russia; 
France and Belgium want to collect debts 
from Russia. These two aims are com- 
patible in any normal economic situation ; 
they are incompatible in the present dis- 
rupted one, and Europe as a whole will 
have to choose between them. 

In view of the profound nature of the 
economic interests involved, it is doubt- 
ful if the choice will be successfully made 
through peaceful discussion or confer- 
nce. It would be more in accordance 
with the methods and the spirit of inter- 
national finance in the past twenty years 
if disagreeable antitheses were allowed 
to drift in a policy of haggle and bicker 
until the whole situation were liquidated 
in a violent climax, such as the Euro- 
pean War. This is the outstanding peril 
»f the situation and in itself the reason 
why THe MaGazine or WALL Street has 
een avoiding recommendations of the 
majority of foreign securities, of both 
Governmental and private character. 
Reviewing the condition of the indi- 

vidual countries since the last report, lit- 
tle or no improvement can be found in 
the situation of Great Britain. Financial- 
y the situation has loosened up some- 
what, because of the slight decrease in 
the floating debt, tax reductions, and rise 
in the dollar rate on sterling. On the 
ndustrial side, however, the economic 
depression of the last two years con- 
inues in full force, possibly worse since 
the total shut-down of that section of 
the textile industry which depends on 
American cotton for its raw material. 
The Near East dispute is exercising a 
very unfavorable effect on the entire eco- 
nomic life of Great Britain, typical be- 
ing the recent heavy importation of wheat 
above normal requirements which tie up 
capital, increase the current strain on the 
Exchequer, and weigh down on the ex- 
change position of the pound sterling. 

In France the situation has become 

definitely worse, and particularly from 
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the financial point of view. The budget 
persistently refuses to balance, and the 
deficit is ever increasing, apart from 
the expenditures classed as “recoverable” 
which it is hoped to collect from Ger- 
many some day. As a result the Gov- 
ernment has been able to repay to the 
Banque de France only one-fourth of the 
amount it was scheduled to repay this 
year on war advances, leaving the bank 
in a rather strained position. There is 
an irregular but perceptible tendency to- 
ward note inflation, particularly unplea- 
sant at the present time when there is 
considerable short-term and refunding 
Government financing to be done. 


Will the Franc Follow the Mark? 


Impartial observers declare they see 
the beginnings of a “flight from the 
franc” analogous to the early stages of 
the “flight from the mark” which has 
accompanied the decline of German cur- 
rency to its present low estate. The same 
symptoms are being noticed in France: 
the tendency away from hoarding cur- 
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rency and fixed obligations towards pur- 
chases of stocks, commodities, real es- 
tate, and the like. The existence of such 
a tendency is of course vigorously de- 
nied by the semi-official financial jour- 
nals, but such indications as are visible 
on this side of the Atlantic seem to war- 
rant the assumption that the French 
franc stands immediately before a period 
of decline. 

A similar intensification is to be ob- 
served in the case of Germany, where 
the preliminary storm signals which we 
spoke of in a recent review of the eco- 
nomic situation of that country are be- 
ginning to manifest themselves, The 
official discount rates of the Reichsbank, 
stationary from the beginning of the 
war until nearly three months ago, have 
been moving up at the rate of 1% per 
month, indicating the dangerously 
strained condition of the money market. 
Prices have moved up so high as to re- 
quire more liquid capital than the finan- 
cial resources of the country can fur- 
nish, so that an increasing feeling of 
strain is becoming evident. It is not far 


from this stage to the point where in- 
dustry will have to contract and finally 
close down altogether for lack of the 
means of financing raw material pur- 
chases. 

In line with this movement also is the 
first faint muttering of a storm of un- 
employment which is being heard from 
some of the manufacturing centers of 
Central and Western Germany. In addi- 
tion, since the last review the mark has 
steadily progressed downhill, checked in 
its descent only once for a period of two 
weeks in anticipation false, as it later 
turned out, of the granting of a mora- 
torium by the allies. 

A typical sign of the times in Austria 
is the fact that interest rates at one time, 
on the best of names, was figured at 
500% annually for Stock Exchange set- 
tlements. At this point the Government 
and the big banks stepped in, so that the 
rates were reduced to their present level 
of 80-90%. There can be no more elo- 
quent testimonial to the financial break- 
down of a nation. 

The Chancellor has hitherto had no 
luck in his attempts to interest various 
European powers, ranging from Great 
Britain to Jugoslavia, in the plight of 
Austria sufficiently to get a loan from 
them. It is taken for granted by the 
possible lenders that in this case a loan 
would be equivalent to a gift, previous 
loans tried since 1919 having had no 
other effect than to check the decline in 
the Austrian krone for a few weeks. 

Italy is having a difficult time of it 
with the victorious progress of militant 
“fascismo,” or nationalistic imperialism, 
and its growing friction with the more 
radical forces of organized labor. The 
strategic position of labor was so strong 
in Italy only two years ago that it seemed 
as if a wholesale assumption of large- 
scale industry by labor would be the next 
development, but the growth of the na- 
tionalistic movement has for the time be- 
ing checked this tendency. 

In the meantime, as an economic unit 
Italy faces the fundamental difficulty that 
it does not produce sufficient coal, iron, 
or other raw materials, and that its man- 
ufacturing industry is not efficient enough 
to overcome this handicap as the Ger- 
mans did. The railroad situation, with 
its constant piling up of ever-increasing 
deficits accompanied by a corresponding 
decline in service, has risen to the pro- 
portions of a national scandal. The 
financial atmosphere which seems to have 
been cleared some months ago by the 
spectacular failure of a great bank with 
steel affiliations, has become cloudy again 
and there is talk of further violent bank 
liquidation. 

Czecho-Slovakia has been battling 
gamely for a strong currency, deflation 
and eventually the gold standard, but it 
is doubtful if it will be able to keep it 
up much longer before it follows the 
“primrose path” of.inflation. Prices have 
refused to go down to follow the im- 
provement in the exchange value of the 
Czech crown, unemployment is becoming 
an increasingly acute national problem, 
the export trade is dying of inanition, 

(Continued on page 1038) 
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Bonds for Speculative Investment 


Where Today’s Best Opportunities 





For Profit in Bonds Are Found 


N the accompanying table the effort 

has been to make up a list of a score 

of speculative issues that appear to 
have good prospects for further apprecia- 
tion in value. It should be understood 
that most of the bonds on the list cannot 
be regarded as suitable for strictly conser- 
vative investment but should be looked 
upon more in the light of “business men’s 
investments.” This statement is not in- 
tended to infer that the issues mentioned 
are out and out speculations; the selec- 
tions are reasonably safe as to both 
principal and interest, some, of course, 
more so than others. 

It is hoped that the tabulation will be 
of assistance to those “spec-vestors” who 
are willing to assume the risk of a 
second-grade bond but who prefer not 
to take on the greater element of un- 
certainty which exists in most stocks. 
The list is divided into Rails, Industrials 
and Public Utilities. The two best bonds 
in the writer's estimation have been 
chosen fsom each group and an analysis 
of each follows: 





TWO RAILROAD BONDS 
1. Chi, Mil. & St. Paul 4s of 1925. 
2. Rio Grande Junction Ist 5s of 

1931. 











For many years the St. Paul was re- 
garded as one of the country’s foremost 
roads. Prior to the war both the pre- 
ferred and common stocks had long un- 
broken dividend records and prices on 
the New York Stock Exchange for both 
classes of stock ranged well above par 
for each, 

Shortly after the outbreak of the war, 
however, earnings fell off and for the 
past several years have even failed to be 
sufficient to fully cover interest charges. 
There is, nevertheless, an indication that 
a betterment has come about over recent 
months. 

Figures for the first 7 months of 1922 
indicated that the year’s earnings would 
probably run only about 75% of fixed 
charges. Although the road was quite 
seriously affected by the strike, August 
figures showed considerable improve- 
ment with a gain in gross of almost 1.6 
millions over July. Based on the rate for 
the 8 months, through August, indica- 
tions pointed to about 92% of fixed 
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charges being earned in 1922. But as 
the road’s best season is yet to be re- 
ported and with the reductions in ex- 
penditures made possible by the settle- 
ment of the strike, there is a good prob- 
ability that fixed charges for the year 
will be covered. 

The Gold 4s of 1925 are a direct ob- 
ligation of the company, outstanding in 
amount of about $35,000,000. They are 
secured by pledge of an equal amount of 
the European Loan 4s, due on the same 
date, of the St. Paul. The pledged 
bonds were originally debentures but are 
now secured under the General Refund- 
ing Mortgage of the company. 

It is hardly to be expected that these 
bonds will be paid off at maturity in 
1925 but it is very likely that an exten- 
sion will be arranged for by offering the 
holders some inducement to consent, 
such as a higher rate of interest on the 
extended bonds. The fact remains, 
however, that the road is not in receiver- 
ship and as the bonds are not at all 
likely to go into default and as some ar- 
rangement will have to be made with the 
holders of the maturing bonds in 1925 
which will give them a decidedly better 
valuation than present levels, they may 
be considered attractive at this price from 
a speculative viewpoint. 


Rio Grande Junction Ist 5s 


The Rio Grande Junction Railway is a 
small road of about sixty-two miles in 
length, extending from Rifle Creek to 
Grande Junction, Colorado. From a 
strategic position, however, the road is, 
in spite of its short length, of great im- 
portance, for the reason that it is the 
only standard guage railroad between the 
East and West through the State of 
Colorado. 

The mileage of this road is an indis- 
pensable hik in the Denver & Rio 
Grande—Western Pacific System. All 
the freight and passenger trains of the 
Denver & Rio Grande, Western Pacific, 
Missouri Pacific, and Chicago, Burling- 
ton & Quincy between the East and San 
Francisco must pass over this line. 

The road was originally leased by the 
Denver & Rio Grande and Colorado 
Midland, jointly until 1940 with renewal 
privilege to 1990, at an annual rental of 
30% of gross earnings with a minimum 
rental of an amount equal to the inter- 
est on the outstanding bonds. These 
bonds, which constitute the only funded 


debt, are authorized and outstanding in 
amount of $2,000,000, or at the rate of 
about $32,200 per mile. The bonds are 
an absolute first- mortgage. 

The receivership and reorganization of 
the Denver & Rio Grande has created a 
feeling of apprehension rgarding the Rio 
Grande Junction but it should be under- 
stood that the Rio Grande Junction, al- 
though controlled by stock ownership by 
the Denver & Rio Grande, is a separat 
and distinct company and if a default 
were permitted to occur in the terms of 
the lease the bondholders could seize 
their properties and thus be in a position 
to retain the revenues paid for trackage 
rights by the four important lines to 
which it is indispensable for their opera- 
tion through Colorado. 

The bonds have puid their interest 
since issuance in 1889. They sold as 
high as 109 as recently as 1912 and they 
appear attractive on a better than 6% 
basis in the present market. 





TWO INDUSTRIAL BONDS 

1. American Writing Paper 6s, 
1935. 

2. Int. Merc. Marine 6s of 1941. 











Shortly after the first of October the 
American Writing Paper Company an- 
nounced that it was operating at 90% of 
capacity and that orders were coming 
in in good volume. This news is very 
encouraging as the company all through 
1921 and the first part of 1922 labored 
under very difficult operating conditions. 
The outlook, however, is quite satisfac- 
tory and all indications are that the 
worst has been seen. 

The first mortgage 6% bonds, which 
are outstanding in amount of $8,985,000, 
constitute the sole funded debt. They 
ave secured by a first mortgage on all 
the properties, which include 26 manu- 
facturing plants and their mill sites, 
water powers, mills and machinery, lo- 
cated in Massachusetts, Ohio, Connecti- 
cut and Wisconsin. The value of these 
plants, as at December 31, 1921, stood 
at $14,768,251, which with net current 
assets of 5.3 millions, gave a net valua- 
tion of the tangible assets behind the 
mortgage bonds of over 20 millions. 
This figure did not include an item of 
good will, trade marks, etc., which was 
carried on the books at over 18 millions. 
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Operations for 1921 resulted in a de- 
ficit of about 2 millions after all charges, 
reflecting the large inventory shrinkages 
and the general stagnation of business 
that prevailed throughout most of that 
year. For 1920, however, income avail- 
able for interest amounted to more than 
544-times requirements on the present 
outstanding bonds; 2% times in 1919; 4 
times in 1918; nearly 2 times in 1917, and 
6% times in 1916, 


The present price of 85% for these 6% 
mortgage bonds gives a yield of 7.20%, 
vhich is unusually high in this market. 
\Vhile the value of the mortgaged prop- 

‘ty does not show as high a margin be- 
hind the bonds as would be required in 
an industrial issue for sound invest- 
ment, the issue appears to be in a relative- 

safe position and is recommended 
rom a speculative viewpoint. 


International Mercantile Marine 6s 


These bonds have been described on 
everal occasions in THE MAGAZINE OF 
VALL Street within the past year and 
half. In fact, the writer recalls recom- 
mending them back in April, 1921, when 
hey were selling under 80. They are 

ow quoted at about 93%, yielding 6.60%, 
vhich is a very liberal yield in compari- 
son with bond prices generally at the 
present time. They are, therefore, still 
attractive. 

The bonds are authorized in amount 
f 50 millions, of which about 37 mil- 
ions were outstanding in the hands of 
the public on December 31, 1921. They 
ire secured by a first mortgage on all 
the property of every description and by 
leposit and pledge of practically the en- 
tire capital stocks of subsidiary com- 
panies. Subsidiary company outstanding 
ionds amount to $9,339,540, so that the 
‘total funded debt outstanding is $46,- 
52,540. 

According to the December 31, 1921, 
balance sheet the property account, car- 
ried at cost, stood at 245 millions. In 
iddition, other shipping investments were 
carried at 7.2 millions and net current 
assets amounted to 22.7 millions. After 
leducting depreciation reserves of 56 
nillions the net tangible assets amounted 
to over 215 millions, which indicated a 
large equity behind the outstanding 
bonds. 

In 1914 International Mercantile Mar- 
ne went through a receivership which 
was the result of overcapitalization and 
paralysis in shipping brought on by the 
var. The subsequent reorganization was 
2 drastic one in which funded debt was 
scaled down to a conservative basis. In 
fact, even in the year 1914, probably the 
poorest in the company’s history, earn- 
ings were more than sufficient to cover 
Present interest requirements. In 1921 
(also a poor year) interest was earned 
2.62 times and while it is expected that 
1922 results will be even poorer than 
1921 (due to the Government restrictions 
in immigration and general shipping de- 
pression) the bond interest should be in 
no danger. 

At the close of 1921 the company had 
over 57.6 millions on hand in cash and 
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marketable securities alone which should 
be sufficient to carry it through any lean 
period. The bonds are definitely attrac- 
tive and are recommended as a “busi- 
ness man’s” investment. 





TWO PUBLIC UTILITY 
BONDS 
1. Int. Rapid Transit 5s of 1966. 
2. Col. Gas & Electric ist 5s of 
1927. 











a 

The Interborough Rapid Transit Com- 
pany is probably one of the most widely 
known public utilities in the world and 
it is unnecessary to review here the dif- 
ficulties that have confronted New York 
City’s great subway system over the 
past few years. The company has es- 
caped receivership by a hair's breath 
through the working out of a plan of 
readjustment which is now practically 
assured of going through. Under this 
plan there is practically little uncertainty, 
if any, that the Interborough will be 
able to satisfactorily work out its diffi- 
culties on the five-cent fare basis. 

In view of this encouraging outlook 
the Interborough 5s appear to be one of 
the best bond speculations available to- 
day. These bonds are outstanding in 
the hands of the public to the amount of 
about 155 millions and there is also a 
block of about 38 millions pledged be- 
hind a 7% Note issue. They are secured 
by a first lien on all the leaseholds and 
other rights in the subways and elevated 
lines of the system and they are further 
secured by a first lien on all power 
houses and equipment. Under the con- 
tract with the City of New York, under 
which the line operated, the company is 
entitled to a first preferential out of net 
earnings equal to about 14.7 millions, 
which is more than sufficient to cover 
all fixed charges with a good surplus. 

Although the maturity date is January 
1, 1966, a sinking fund is provided for 


will eventually be paid off at that price 
if he holds his bonds long enough. At 
their present price of about 77 the Inter- 
borough 5s yield 6.65% if figured to 
the 1966 maturity date, but if allowance 
is made for the fact that all bonds will 
be redeemed by 1956 and that payment 
will then be received at the rate of $1,100 
per $1,000 bond, the yield would be in 
excess of 6.75%. 

The Interborough 5s have paid their 
interest regularly and without interrup- 
tion through the past several years of 
great uncertainty and difficult operation 
and with the future so much brighter it 
appears that the danger of default has 
been definitely and permanently removed. 


Columbia Gas & Electric ist 5s 


The First Mortgage 5% Bonds of the 
Columbia Gas & Electric Company, 
which mature January 1, 1927, are out- 
standing in amount of $14,196,500. They 
are secured by a first mortgage on all the 
company’s properties as well as by 
pledge of all the stocks owned of sub- 
sidiary companies. According to the 
balance sheet of December 31, 1921, the 
property account, less depreciation, stood 
at over 61.7 millions and total net assets 
behind the first mortgage bonds at over 
67 millions, indicating more than $4,700 
in assets behind each $1,000 of bonds. 

Along with practically all other public 
utility companies, Columbia Gas is making 
a most excellent showing. For 1921 
earnings available for interest, after all 
other charges, amounted to nearly six 
times requirements and 1922 has been 
showing an almost 50% improvement 
over 1921. 

The capital stock, of which there is 
50 millions outstanding, is on a 6% regu- 
lar dividend basis and is selling at about 
110 on the New York Stock Exchange, 
clearly indicating that additional disburse- 
ments are being looked for. At their 
present price of 96 the bonds yield 6.05% 
to maturity and owing to the strength 
behind them the writer is inclined to 
feel that they are probably more justly 












which will redeem all bonds by 1956. As _ entitled to a good investment rating 
bonds for the sinking fund must be pur- rather than to be classed as a “specu- 
chased up to a price of 110, each holder lative” issue. 
BONDS THAT GIVE ATTRACTIVE RETURNS 
Approx. Approx. 
RAILS: rice Yield (%) 
Baltimore & Ohio Conv. Deb. 44s, March 1, 1933.............. -. 84% 6.50 
ey & Ohio Tol-Cin. Div. Ist L. & Ref. 4s, Sly iy Ge aeesee 7 6.00 
Chic. Eastern Ill. Gen. 5s, May 1, 1951..........-0eeeeeeees . 84 6.20 
Chic., ML ee, ee Oe, EE BN, ca cccsenccvceneseceness 83 11.00 
International & Gt. Northern 5s, 1982.............. 68 10.05 
Rio Grande Junction Ist 5s, Dec. 1, 1989.............0csceeeees 89 6.05 
Ss See ee ee Ok BE Be I rc ccccccveccccecvecaeese 60 8.90 
Ulster & Delaware Ist Ref. 4s, Oct. 1, 1952.............. 67 7.20 
INDUSTRIALS: 
American Writing Paper Ist 6s, Jan. 1, 1939.... 85% 7.20 
Bethlehem Steel Consol. Gs, 1048.............0000e00s 100% 6.00 
Chile Copper Conv. Coll. Tr. 6s, April 1, 1982................. 96 6.55 
Colorado Indust. Ist gtd. 5s, Aug. 1, 1934................ * 80% 7.50 
Internatl. Mercantile Marine Ist & Coll. Tr. és, ‘Oct. aaa 93% 6.60 
Wickwire Spencer Steel Ist 7s, Jan. 1, 1985.............0eeeeees 99 7.10 
PUBLIC UTILITIES: 
American Water Works & Elec. Coll. Tr. 5s, April 1, 1984............ 85% 6.85 
Broadway & 7th Ave. Ist Cons. *, Ph i Ch cne cninndhecesanune 77 7.05 
es ee Oe ee OR, Bosc cncnvececccesesseceseos 96 6.05 
Commonwealth Lt. & Pwr. Ist 6s, ae, ) pee 92 6.65 
Hudson & Man. Ist Ref. 5s, Feb. 1, ee alahlesebelnsiieniatepegaean 85% 6.00 
I. R. T. Ist & Ref. 5s, Jan. 1, Se ae epee gers tel stapntebenteles 77 6.65 





























Canadian Pacific’s Amazing Progress 


First-Hand Impressions of the C.P.R. from a Seven Weeks’ 





Coast-to-Coast Tour—How President Beatty Regards the Outlook 
By CHARLES FREDERICK CARTER 


66 S far as the future of the Cana- 

dian Pacific Railway is concerned, 

if Canada is going ahead, and I 
think she is, not spectacularly but surely, 
I cannot see but what Canadian pros- 
perity means more prosperity for the 
Canadian Pacific Railway,” said Presi- 
dent E. W. Beatty, when I met him at 
Winnipeg on his annual inspection tour 
several weeks ago. 

Speaking of policy and management, 
the principal factors which have always 
made the Canadian Pacific so attractive 
for the investor, President Beatty con- 
tinued: 

“The Canadian Pacific Railway has 
been a very conservatively administered 
property from the beginning. One of the 
things that has contributed to the suc- 
cess of the Canadian Pacific is that it 
has had three executives, Lord Mount 
Stephen, Sir William Van Horne and 
and Lord Shaugnessy, each particularly 
equipped by experience, character and 
vision, to preside over the company in 
their especial periods of its develop- 
ment. 


Far-Sighted Management 


“We had Lord Mount Stephen, a 
Scotch financier, a man of great courage 
who saw the road through its initial 
stages when courage and faith were the 
things most required. Then we had Sir 
William Van Horne, an American, as 
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you know, a great construc- 
tor. He was also a man 
of vision but he was pecu- 
liarly fitted to complete the 
structure Mount Stephen 
started. From 1899 to 1918 
we had Lord Shaugnessy, 
who believed implicitly in 
the future of Canada and 
planned accordingly. The 
result has been that in the 
period of Canada’s greatest 
expansion he did not hesi- 
tate to provide all exten- 
sions, railroads, steamships, 
hotels and other things 
necessary to round out the 
property. Lord Shaug- 
nessy is the greatest ad- 
ministrator this country 
has ever seen; and we had 
the advantage of his pecu- 
liar genius at the time the 
country needed it most.” 

In saying this President 
Beatty paid his predeces- 
sors no more than their 
just due; for it is an ob- 
vious truth that nothing 
less than exceptional crea- 
tive and administrative 
genius could have brought 
the Canadian Pacific through the suc- 
cessive difficulties inherent in a pioneer 
transcontinental railroad enterprise and 
still avoid the bankruptcy proceedings 
that have been the fate of so many Amer- 
ican lines. 


The Youngest Chief Executive 


It is only fair to add that Lord Shaug- 
nessy’s mantle fell on worthy shoulders 
in 1918 when E. W. Beatty succeeded to 
the presidency at the age of 41, the 
youngest chief executive of a great rail- 
road system on the continent, and the 
first native Canadian to become president 
of Canada’s greatest institution. Like our 
own Chauncey M. Depew, Beatty came 
up through the law department. To rare 
ability as an administrator he adds the 
suavity of a diplomatist and the familiar- 
ity with law and the vagaries of public 
officials that he will need in these days 
of much regulation if he is to keep his 
hair from prematurely turning white. 

Convincing testimony to the efficiency 
of Canadian Pacific management is borne 
by its dividend record. Two years after 
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the company was grganized to take over 
a Government fiasco it began paying 
dividends, and it has never passed a divi- 
dend since. At first the rate was 3 per 
cent, even before the transcontinental 
line was completed. It never dropped be 
low that rate except for three years fol 
lowing the panic of 1893 when the rate 
was 2%, 1% and 2 per cent. The stock- 
holders always received some return. I: 
1897 the rate was increased to 4 per cent 
and it kept increasing steadily until 1911 
when 10 per cent was paid. The road 
seems to have become addicted to 10 per 
cent for that rate has been paid regular 
ly ever since, even during the world wa 
when Canada was straining every re 
source for the Empire. 

Every year since President Beatty’: 
administration began, the surplus avail 
able for dividends has shown a gain ove! 
the preceding year, despite soaring cost 
of operation, the figures being $31,320,868 
in 1919, $32,844,083 in 1920 and $33,169, 
887 in 1921. This achievement, for whicl 
President Beatty to a great extent is re 
sponsible, stands out in stronger reliei 
when it is remembered that the Canadia: 
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Pacific earned but $16,672 per mile in 
1920, as compared with the Pennsyl- 
yania’s earnings of $76,944 and the New 
\ ork Central's $61,360. Or, to take Amer- 
ican transcontinental lines, the Santa Fé 
eirned $19,063 and the Union Pacific $22,- 
115 in 1921. Yet the Santa Fé has never 
been able to pay its stockholders more 
than 6 per cent, while the Union Pacific 
has paid 10 per cent only a part of the 
t_me since it began that pleasing practice 
in 1907. The Pennsylvania, always held 
up as the model of everything a railroad 
should be, paid 6 per cent from 1908 to 
1920 and only 4 per cent in 1921. The 
New York Central has been pegged at 
5 per cent since 1915. 

Light is thrown upon this showing by 
thie discovery that the New York Cen- 
tral is capitalized at $162,215 per mile; the 
Pennsylvania at $131,500; the Union Pa- 
cific at $70,118; the Santa Fé at $52,104 
while the Canadian Pacific has only to 
earn a return on $30,130 per mile. This 
seems to indicate that efficiency in man- 
agement has lapped over into financing. 


Looks Out for Its Own Interests 


Another point of very special interest 
is that the Canadian Pacific is the only 
railroad on earth that does not renounce 
all but an irreducible minimum of sources 
of revenue leaving most of its legitimate 
sources of profit to enrich others. In- 
stead of hauling sleeping cars for oth- 
ers the C. P. R. builds its own sleeping 
cars and runs them; it operates its own 
express service, its telegraph and news 
service, it runs its own hotels at principal 
points and raises a part of the foods 
served on its own farms, it operates 
steamship lines on the Atlantic, the Pa- 
cific, the Great Lakes and interior rivers 
and lakes, it owns and operates coal 
mines, sawmills, smelters, raises its own 
timber for ties and other purposes and 
owns and operates other “allied interests” 
enough to bring the total up to a hundred. 
Each and every tub stands on its own 
bottom; each must show a profit as 
an independent business, but the prof- 
its all go into one pocket and that 
pocket belongs to the Canadian Pacific. 
Miscellaneous investments to the value 
1£ $63,966,727 and miscellaneous securi- 
ties owned to the value of $163,507,000 
aid 3 per cent of the total of 10 per 
cent the common stockholders received 
last year. 

More interesting to the investor than 
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bumper crop of 1915 about which those 
Canadians are still bragging, and it will 
have a greater purchasing power than 
that famous crop. The fruit crop is also 
good. The famous Okanogan district 
alone furnished the C. P. R. six thousand 
cars of fruit to haul to market this season. 

The trip was the third in a period of 
twenty-two years, so that I had a per- 
sonal basis of comparison wherewith to 
measure progress. Notable changes were 
to be expected in so long a period, but 
they were none the less impressive on 
that account, though I was already pre- 
pared for them by Mr. Beatty’s remarks. 

Most interesting of all to the security 
holder is that portion of the road be- 
tween Fort William and Winnipeg, a dis- 
tance of 419 miles; for over this reach 
pours a tide of grain from the vast prai- 
ries to the West that sometimes chokes 
ocean transportation facilities and creates 
a blockade that backs up Westward until 
it overwhelms the company-built ele- 
vators at Fort William and Port Arthur 
adjacent, with an aggregate capacity of 
60,000,000 bushels and reaches back un- 
til it stops the threshing machines in Al- 
berta. 

The road is double tracked all the way 
between Fort William and Winnipeg. 
There is a range of hills more than 800 
feet high to be crossed. Mikado loco- 
motives weighing 320,500 pounds, with 
cylinders 25%4x32 inches and drivers 63 
inches in diameter boost solid trains of 


grain to the top of these hills where the 
trains are doubled up until a single loco- 
motive takes a mile or more of box cars 
down the toboggan slide into Port Ar- 
thur. In the busy season these trains fol- 
low each other as closely as prudent rail- 
roading permits, amounting sometimes to 
1,500 cars Eastbound in a day, so that 
there is more or less activity in this part 
of the world, you might say. 


An Efficient Machine 


It may be worth while to digress here 
to direct attention to the remarkable effi- 
ciency of the Canadian Pacific as a trans- 
portation machine. As originally built 
the road was a single-track line without 
branches or feeders to connect the meagre 
settlements on the Atlantic seaboard with 
the still more scanty settlements on the 
Pacific coast. All the way between was 
wilderness. As the country settled the 
railroad system was extended by means 
of parallel and connecting lines until now 
the Canadian Pacific consists of a vast 
gridiron with no fewer than seven parallel 
lines in some places covering the wheat 
belt from its northern extremity well 
down into North Dakota, cross-hatched 
by connecting lines at intervals. The 
handle of the gridiron reaches from Win- 
nipeg, exactly half way across the conti- 
nent, to Port Arthur on Lake Superior; 
the other side parallels the foothills of 
the Rocky Mountains from the interna- 
tional boundary north to Peace River, a 
distance of 650 miles. 

Two lines cross the Rocky Mountains 
to another network of roads in the min- 
ing, timber and agricultural regions of 
British Columbia, while still other net- 
works cut up the Dakotas, Minnesota and 
Wisconsin and the provinces of Ontario, 
Quebec, New Brunswick and Nova Sco- 
tia, so that nowhere in the Dominion can 
a Canadian look out of his front door 
without seeing a Canadian Pacific car 
waiting to haul away whatever he may 
have to sell. And the fact may be worth 
mentioning that the Canadian Pacific's 
19,882 miles of lines reach into no fewer 
than twelve States of the Union. 

Facilities for getting Canadian products 
to market are as carefully planned as 
those for collecting them. During the 
navigation season the principal route for 
grain is over the gridiron handle from 
Winnipeg to Port Arthur on Lake Su- 
perior, where it is transfered to the com- 
pany’s own fleet of lake steamships to be 
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again transferred to C. P. R. cars at Owen 
Sound or Port Macnicol, or to go all the 
way by water to the side of the ocean 
steamer at Montreal or Quebec, where it 
is loaded into the company’s own ocean 
fleet for delivery at Liverpool or London. 

Secondary routes over the company’s 
own rails are via Moose Jaw, or “The- 
Place- Where - the - White - Man - Mended - 
the- Cart - With-the-Moose-Jaw-Bone,” to 
give the place its full name, and Portal, 
or via Winnipeg to Duluth or St. Paul 
and thence via Sault Ste. Marie to Sud- 
bury whence there is a choice of routes 
over the main line or South to Toronto 
and thence either over company rails or 
in company steamers to tidewater. Still 
another route is over company rails via 
Chicago. 

A substantial amount of products orig- 
inating East of the Rockies moves West- 
ward over the mountains to the com- 
pany’s Pacific fleet at Vancouver for de- 
livery to Japan, China, New Zealand, 
Australia or elsewhere in that part of the 
world. Thus the Canadian Pacific is 
armed against any contingency. Nothing 
conceivable can prevent it from serving 
its patrons uninterruptedly by some, com- 
bination of its own facilities, which is 
more than can be said of any other rail- 
road company. 

Leading Westward from Winnipeg is a 
tangent thirty miles long, for the line 
now enters upon prairies that seemingly 
have no end, though as a matter of fact 
they are only eight hundred and odd miles 
wide from the Red River of the North 
to the foothills. Nor are these prairies 
as level as the proverbial billiard table, 


as they seem to the unaided eye. Actually 
there is a total vertical climb of half a 
mile in going from Winnipeg to Calgary 
where part of the Bow River is diverted 
into an irrigating canal to water part of 
these same prairies. But in between are 
numerous hummocks, several hundred 
feet high, so that the aggregate rise and 
fall is approximately a mile and a half 
that the weight of train and engine has 
to be lifted vertically into the air and 
lowered again in traversing the eight hun- 
dred miles. 

Some 250 miles of line between Winni- 
peg and Vancouver have been relocated, 
most of it between Moose Jaw, etc., and 
Swift Current. Ultimately the grade 
across the prairies is to be on a basis of 
21 feet to the mile; now the maximum 
is 52.8 feet. Of the 1,950 miles between 
Fort William and Vancouver no less than 
960 miles have already been double 
tracked. Surveys began ten years ago 
for double tracking the entire main line 
to Vancouver, for the double tracking in- 
volves considerable relocation. The line 
is even to be relocated in the Thompson 
and Fraser canyons where it seems alto- 
gether impossible that the existing single 
line could be located, to say nothing of 
finding a new place for a double track. 


Conclusion 


Returning again to the financial side of 
Canadian Pacific, as its energetic and 
gifted President said earlier in this ar- 
ticle, “Canadian prosperity means more 
prosperity for the Canadian Pacific.” 
From seven weeks’ travelling over the 





Canadian Pacific lines from coast to coast 
I could not help but feel that just as 
Canada was entering her prime so th 
C. P. R. was entering the period of he: 
most fruitful days and that the futur 
ahead for Canada is the future ahead for 
this magnificent railroad—and that futur 
is the fulfillment of sure, steady progress 

The C P. R. is amply financed and so 
conservative has been the handling of its 
finances that the very sizeable surplus 
built up in past years of more or less 
varying prosperity stands it in good stead 
in view of its large expansion program 
It is an exceedingly well-equipped road 
and in first-class condition. Despite th« 
great uncertainties which have existed i 
railroad companies during the war and 
thereafter, Canadian Pacific has managed 
to earn its dividend with a fair surplus 
at times and at other times with a ver) 
good surplus. This year it will do just 
a little better than earn its $10 dividend, 
but conceding the general improvement 
on the economic conditions of the North- 
ern hemisphere, next year should be an 
even more profitable one. In that case, 
the present dividend rate of 10% main- 
tained in full since 1911 should be con 
tinued. 

Canadian Pacific stock earning and 
paying a $10 per share dividend rate 
for many years—and it should at least 
be able to continue these dividends for 
many years to come—is an exceeding- 
ly attractive investment holding and 
should prove profitable to investors, 
though it would be advisable to wait 
for a general reaction in the market 
before making a commitment. 


Which is the Best $7 Stock? 


Results of a Search for Profit-Making Opportunities 


Note: This is the eighth of a series 
showing the best stocks in each dividend- 
paying group. In this issue the best 
ralroad stocks paying $7 dividends are 
described. Following issues will contain 
analyses of the best stocks paying $8 divi- 
dends. The series will conclude with a 
description of the most desirable stocks 
paying $10 a share. 


N the previous article in this series, 

industrial and public utility stocks 

paying dividends at the rate of $7 
per share per annum were analyzed. In 
this article railroad common stocks pay- 
ing $7 are considered. Five stocks are 
listed in the accompanying table, all of 
which merit the attention of the investor. 
Of these, Louisville & Nashville has al- 
ready had a very large advance in price 
based on improvement in earnings and 
the likelihood of a good-sized stock divi- 
dend, application having been made to the 
Interstate Commerce Commission to issue 
53 millions in stock as a dividend. 


Another $7 Dividend-Paying Stock 


Atlantic Coast Line, as the owner of 
50% of Louisville & Nashville stock, would 
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benefit by a stock dividend declared by 
the latter and this stock has also scored 
a very substantial advance in anticipation. 
While these stocks offer the possibility 
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of further appreciation in value if held 
for the long pull at present prices they 
have probably discounted for the time 
being the favorable outlook. 

Norfolk & Western, another road pay 
ing $7 dividends, greatly benefited by th« 
strike, as it received unusually large ton- 
nage from the non-union fields which it 
taps. For the first 8 months of the cur 
rent year earnings were at the rate ot 
18.7%. When conditions return to not 
mal this earning power can hardly be 
maintained by the road, and in view ot 
the advance in the stock from a low 
this year of 96% to present price of 122 
the favorable earnings would appear t 
be fairly well discounted. Among the 
two remaining rail stocks paying $7 
a share Illinois Central is the selection 
of the writer as the most attractive 
from an investment viewpoint and 
Great Northern as the most attractive 
from a speculative viewpoint. 


Illinois Central 


Under THE MaGAZINE oF WALL STREET 
system of rating Illinois Central is entitle: 
to 29 points out of a possible 30. Thi 
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HOW ILLINOIS CENTRAL AND GREAT NORTHERN ARE RATED 
ILLINOIS CENTRAL ‘ GREAT NORTHERN 
’ . i Rating Rating 
Element Qualifications Rating No. Qualifications Rating No. 
(2) Character ......00.. ..--Necessity of modern life ~+++++-ekbxcellent. ... 5 Necessity of modern life... .-Excellent .5 
(2) Past Record...........+. Dividends paid since 1860. ... . . .Excellent. .. 5 Dividends paid since 1890 AOOE. 0000 sos & 
(8) Future Possibilities....... DUONG MGTORTINE. 2.0.00 ccccccccs -Excellent. .. . 5 Traffic increasing. ... . «-Excellent....... & 
(4) Management ..........+. BRCIEME once esscecccccccccccccccs Excellent. .. 5 Efficient ....... . . .Excellent....... 5 
(5) Financial Strength...... --High credit......... eee eResee sees i onee¢ 4 High credit. ..... : Re ~~ 
(6) Earning Power..........+ Greatly in excess of dividends...... Excellent....... 5 Improving ...... -Good...... .. 4 
29 27 
Maximum Number of Points, 30. 











road has an excellent record over a long 
period of years, having paid dividends on 
the common stock without a break since 
1860. It has a far-sighted and conserva- 
tive management and the present highly 
favorable earnings of the road is the re- 
sult of a foundation well laid in past 
years. Illinois Central has kept pace with 
the territory it serves and has been able 
to efficiently handle the great increase in 
gross business. The road is in prime 
physical condition due to the very liberal 
maintenance charges that have been made 
and to the large sums that have been 
put into additions and improvements. In 
order to take care of the many improve- 
ments and additions to the property in 
the past 5 years, a large increase in the 
funded debt was necessary. Total funded 
debt has increased about 73% since 1916 
and fixed charges from about 5 millions 
to 10 millions. While this is a large 
increase, a glance at the accompanying 
graph of gross earnings clearly shows 
that it was justified for in that period 
gross earnings increased about 100%. 
In April of the current year, Illinois 
Central authorized 50 millions 6% pre- 
ferred stock, of which $10,929,600 Series 
A, convertible into common stock at par, 
was offered to stockholders at $100 a 
share. This preferred stock was author- 
ized to take care of capital expenditures. 
Earnings in the past ten years, exclusive 
of 1919 and 1920, years of Federal oper- 
ation, average $22.80 a share on the au- 
thorized amount of preferred so that this 
issue is entitled to a very high rating 
as an investment. At present price of 
114 the yield is only 5.3% but in view of 
the convertible feature the preferred still 
appears attractive as a long pull invest- 
ment. It has the ideal combination of 
safety of income and an excellent chance 
for material appreciation of the principal. 
Earnings of Illinois Central in the cur- 
rent year bid fair to break all previous 
records. For the 8 months ended August 
31 earnings, allowing for seasonal fluc- 
tuations, were at the rate of 15.40% on 
the common stock. With the shopmen’s 
and coal strike settled and an unusually 


months of the year should make a very 
gratifying showing. 

At present price of about 114 the 
yield is 6.1% which is not unattractive 
for a stock in such a sound investment 
position, although in view of the 17- 
point advance it has had this year iit 
may possibly be picked up at some- 
what lower prices in a reactionary 
stock market. 
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Great Northern 


Great Northern preferred stock is to 
be classed as a common stock issue in 
view of the fact that no common stock 
has ever been issued by the road and the 
preferred is not limited as to dividends. 
This stock is in a more speculative posi- 
tion than Illinois Central as its 7% divi- 
dend rate is not nearly as secure. In 
1921 the dividend was only earned be- 


clared by the Chicago, Burlington & 
Quincy, whose common stock is jointly 
owned by Great Northern and Northern 
Pacific. Instead of paying the regular 
quarterly dividend due in March, 1922, 
directors placed the stock on a semi-an- 
nual basis. The reason given was that 
the dividend, being paid semi-annually, 
would not come up for consideration 
again until June, allowing directors three 
months’ more time in which to consider 
conditions. In June the outlook was so 
much improved that directors felt war- 
ranted in declaring a 344% semi-annual 
dividend, maintaing the stock on a 7% 
basis. Traffic in the northwest is very 
heavy at the present time and there is 
every reason for the belief that it will 
continue to be heavy for many months to 
come. 

For the 8 months ended August 3], 
1922, earnings, allowing for seasonal 
fluctuations, were at the rate of 5.10% 
per annum on the stock. August earn- 
ings were adversely affected by the coal 
and shopmen’s strike and September 
earnings were also undoubtedly reduced 
by these factors. The remaining three 
months of the year, however, should re- 
turn handsome profits, sufficient to enable 
the company to show the 7% rate fully 
earned for 1922. 

Under these circumstances and with the 
outlook decidedly encouraging for 1923 
it would seem likely that directors will 
feel justified in maintaining the 7% rate 
when they mect for dividend action in 
December. 

Of course, once the doubt as to the 
continuance of the 7% dividend rate is 
removed, Great Northern, which has paid 
dividends at the rate of 7% since 1898, 
will undoubtedly take its place with other 
standard railroad 7% stocks and sell well. 
above par. The chances seem to be very 
much in favor of the continuance of the 
rate and the stock can be regarded as 
having attractive speculative possibilities. 
In view of its 24-point advance from 
the low price this year, however, it 
would be advisable to await a good 
sized reaction before making a com- 








heavy freight movement the closing cause of the 15% extra dividend de- mitment in the stock. 
THE $7 DIVIDEND-PAYING RAILROAD STOCKS 
7-Price Range—, 
Capitalization ——  -——Earned Per Share——, 1922 Present 
Bonds referred Common 1919 19 1921 High Low Price Yield 
i Ns oi oat $157,672,830 $196,700 $68,586,200 $10.62 $11.49 $2.60 24% 83 122 5.7% 
cong Ran hy Se 291,125,415 249,477,150 ‘ 8.87 7.74 fil4l 9% 7 4 74% 
Tiineia Camteal. ...cccccccccccce 287,930,785 10,929,600 109,296,000 11.13 12.42 8.88 115% 97 114 6.1% 
Louisville & Nashville........... De 8 §  eedancens 72,000,000 13.54 10.41 def. 44 108 144 5.0% 
Norfolk & Western...........+. 130,764,400 22,992,300 121,519,700 11.25 9.53 def. 125% 96% 122 5.7% 
* No common stock ever issued. t¢ Income was increased in 1921 by payment of extra dividend by Chicago, Burlington & Quincy. 
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Larger Volume of Trade 


Activity in Basic Industries 


The 


Condi- 


tion of Foreign Trade—Outlook for Business 


HE outstanding development in bus- 

iness during the past month has 

been the consistent and steady ex- 
pansion of production along staple lines. 
That in itself would not be sufficient to 
bring reassurance concerning the future 
were it not for the fact that demand is 
effectively keeping up with the supply of 
goods. The latter indeed is merely go- 
ing ahead to the extent that is necessary 
for the meeting of actual requirements 
in the way of consumption. 

This state of things can be appreciated 
when resort is had to actual figures to 
show the extent of real growth. Un- 
filled orders as reported by the U. S. 
Steel Corporation on October 10 show a 
net gain of about 740,000 tons thus bring- 
ing the unfilled order book of the Cor- 
poration up to a higher point than it has 
occupied for a good many months past. 
The activity thus indicated has been more 
than paralleled by that in coal where 
effort has been making to overcome the 
shortage that had developed as a result 
of the strike of last summer. In conse- 
quence coal output is now estimated as 
approximately 11,500,000 tons of bitumi- 
nous and anthracite per week as against 
a normal or average output of perhaps 
10,000,000 tons. At the same time, pro- 
duction of pig iron has again taken an 
upward trend, and both it and ingot out- 
put reflect the bettered condition of de- 
mand in many lines. 

While this activity of the steel and 
coal trade is very symptomatic it is far 
from representing the entire range of 
facts in the situation. An index show- 
ing the production of 20 basic commodi- 
ties prepared by the Federal Reserve 
Bank of New York shows that the active 
operation of the lumber and cement in- 
dustries has continued to reflect the large 
volume of building throughout the Unit- 
ed States while copper production keeps 
up its steady gain. This holds true in a 
very large number of lines and coincides 
with a sharp advance in the amount of 
cotton consumption as well as of the con- 
sumption of other staple textile mate- 
rials. The lumber output continues very 
large and, taken all in all, it may be said 
that production the country over is on 
a higher level, than at any time for a 
great while past. As shown by diagrams 
the price trend of selected basic com- 
modities is now decisively upward. 

Mere enlargement of output would not 
of itself be so significant, were it not ac- 
companied by a parallel activity in trade. 
One index of this activity is afforded by 
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the transactions of about 450 represen- 
tative stores throughout the country. 
These when compared with former 
months and years in order to show the 
general volume of turnover in retail bus- 
iness point to a very pronounced upward 
movement which has now carried the 
volume of transactions in many districts 
considerably above any level it had 
reached since the latter part of 1920. 
Since average retail prices of goods are 
today about the same as a year ago, this 
enlargement in volume represents an ac- 
tual increase in the total volume of goods 
sold and hence clearly indicates the dis- 
position on the part of the public de- 
mand to keep pace with production. 

Total net sales, it would appear, as 
thus made by department stores through- 
out the country are decidedly above 
those of a year ago, the advance prob- 
ably running from 5 to 10%. At the 
same time the stock of goods on hand 
or carried is probably 25% in large 
cities less than it was two years ago. 
and substantially less than a year ago. 
Consumption, in short, is overtaking 
production and eliminating all excessive 
stocks in the various lines. This move- 
ment in retail trade is also paralleled by 
the latest figures showing wholesale 
trade conditions which reveal a very 
similar state of things. 


General Outlook For Business 


The general outlook for business is 
very well reflected in a new diagram 
which is presented herewith (adapted 
from a graph prepared by the Federal 
Reserve Board) in which is shown the 
movements of combined index numbers 
intended to represent a considerable num- 
ber of commodities. These commodi- 
ties are classed under three heads as the 
output of agriculture, mining and manu- 


facture. It is interesting to observe that 
a distinct upward movement is in 
progress and (with temporary reces- 


sions due to seasonal or other factors) 
has been in progress for some months 
past in the products of agriculture and 
of manufacturing while those of mining 
have moved in a distinctly less positive 
way although now again inclined to 
turn upward. The falling off in the re- 
cent figures showing output in mining 
should not be seriously regarded, be- 
cause so large a part of the value of 
mining output is the product of the coal 
fields. 

Taken altogether, the index numbers 
showing total output in domestic busi- 


ness would quite’ definitely indicate a 
return to high levels of production cor- 
responding to those of recent years. 
The general diagram thus furnished af- 
fords a better guide to business as a 
whole than do the individual charts 
which apply, each in its own way within 
a comparatively narrow field. Un the 
other hand, the activity of trade may 
also be reflected in sample returns. For 
this purpose the average monthly value 
of sales made by chain stores of selected 
kinds furnishes a useful indication 
which has been drawn as in the accum- 
panying diagram. This shows an up- 
ward movement of purchases at such 
establishments, and tends to confirm the 
opinion with respect to general retail 
trauc conditions afforded by analyses of 
department store returns already re- 
ferred to. The diffusion of buying 
power reflected in all of these data is a 
remarkable factor in the present situa- 
tion and is greatly confirmed by the gen- 
erally higher wages. 


The foreign trade outlook as_indi- 
cated by the accompanying diagram is 
not altogether encouraging. There has 
been an enlargement of imports during 
the past month or more due to tem- 
porary conditions. Foremost among 
these is the new tariff which has tended 
materially to stimulate the importations 
into the country during the period just 
before and just after the passage, partly 
as a result of changes in rates of duty 
and partly in consequence of anticipated 
changes in prices and values. On the 
other hand, as shown by the diagram, our 
net export surplus has declined, due to 
the fact that foreign countries have not 
been able to take and pay for goods but 
are finding themselves obliged to limit 
their purchases here. Our August fig- 
ures show a surplus of only $20,000,000. 
There was a temporary “spurt” in the 
forepart of the year, due to the fact 
that considerable quantities of foreign 
bonds are being sold in this market and 
the proceeds were being used to pay for 
goods. 


This spurt has largely come to an 
end and the amount of foreign finan- 
cing here is now much smaller with the 
result that foreign buyers cannot satisfy 
their requirements by - borrowing here. 
They ntust, in short, expect to provide 
the exchange with which to pay for their 
purchases of American goods by selling 
goods in this country, and although they 


(Continued on page 1347) 
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are aware of the fact that our 
once huge resources of natural gas are 
practically dissipated, that only forty 
per cent of our oil supplies are left, that 
unless we conserve, the next generation 
will be short of wood, that we are rapidly 
eating into easily accessible coal supplies, 
that we have far less potential water- 
power than either Europe or Africa? In 
other words, how many people realize 
that our one-time plentiful supply of 
natural resources is slowly ebbing? 


-J OW many people in this country 


















GEORGE OTIS SMITH 


A National Inventory of Our 
Raw Materials 


Why Conservation of Natural Resources Is Necessary 


HE UNITED STATES GEOLOG- 

ICAL SURVEY is engaged in 

compiling and publishing a “World 
Atlas of Commercial Geology.” The de- 
mand for the two volumes that have 
come from the press is about equally di- 
vided between classes that may be broad- 
ly defined as students and investors. 
Need I say more to introduce a rapid 
review of our natural resources to the 
readers of this magazine? 

On one side of its work, the Geological 
Survey is as useful to the nation as an 
inventory of his assets is to a merchant. 
It is the business of the Survey to un- 
cover and appraise the national assets in 
the form of mineral raw materials. In 
this age of machinery and power, work- 
ing with unprecedented speed to turn 
raw materials into finished goods—usable 
wealth—the most fortunate nation is the 
one that possesses the most of such ma- 
terials. We have had ample evidence 
in recent years that in our age conomic 
power and political power go together. 
Economic power, as we learned by ex- 
perience, is now military power, and in 
the last analysis the political strength of 
a nation rests on its potential military 
power. So, whether we are to enter 
the millenium or are to continue to have 
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Director U. S. Geological Survey, 
As reported by Theodore M. Knappen 


international wars, the most powerful 
nations will be the most prosperous. 

Abundance of easily accessible natural 
resources has been so far the major fac- 
tor in the amazing growth of this coun- 
try in riches, and the future of our 
people will depend largely on how much 
is left of our patrimony and how we 
use it. 

I would put fuel in the place of first 
importance. Some time we may find out 
a better way to release energy for the 
work of the world, but at present we are 
mainly dependent upon the combustion 
of coal and mineral oil. So long as that 
continues to be the case, the ownership 
of abundant coal and petroleum deposits 
will have much to do with determining 
the degree of wealth and prosperity that 
a nation may attain, and will also mea- 
sure the rate of increase of wealth. It 
is good then to know that we still have 
99 per cent of the coal with which nature 
endowed us, and that North America has 
about half of the 5 trillion tons of high- 
er grade coal that are estimated to re- 
main in the ground. 


Reducing Easily-Mined Stocks 


On the other hand, not all of our coal 
is easily accessible and we are mining the 


THE 


most easily accessible at a rapidly in- 
creasing rate. In the last twelve years 
we have mined more coal than in the 
preceding 150 years. Still, takin, the 
figures as they stand, without qualifica- 
tion, we have 23,000 tons for every per- 
son in the land; while Great Britain has 
about 5,000 tons, Germany, 4,000; Bel- 
gium, 1,500; France, 800; Spain, 400; 
Japan, 150. We are now using about six 
tons a year per capita, but that is six 
times as much as fifty years ago. Since 
we have found that coal applied through 
the machine is the magic lamp of wealth 
production, there is no telling how rap- 
idly we may multiply our rate of con- 
sumption in the future. 

Of the other mineral sources of power, 
natural gas may be passed over, for it 
is so limited that it is merely a passing 
industrial incident. Petroleum is of 
great importance, but here we are con- 
fronted with the alarming probability 
that we have used up 40 per cent of 
the original supply. Insofar as the en- 
ergy and the materials that may be 
released from petroleum are essential 
to our progress we shall have to de- 
pend in a not distant future on the 
supplies of other countries. Already, 
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although we are still the largest pro- 
ducer, our consumption is so dispropor- 
tionate that we have a deficit. Our 
capitalists therefore serve us all, as well 
as themselves, when they turn their at- 
tention to oil fields beyond our frontiers. 

In these generalizations, however, we 
must not forget our oil shales as a sub- 
stitute for oil wells. No other nation 
has such deposits of these shales as we 
have—estimated to contain ten times as 
much oil as the amount of available 
petroleum. On account of the costs of 
extraction, however, they will be our 
second line of economic defense. As 
petroleum and its products mount in 
price, or some international barrier bars 
us from the foreign fields, we shall fall 
back confidently on these “battle lines.” 
But at best, in the distant end, accord- 
ing to our present knowledge of power 
production; we shall have to come back 
to coal as the mineral of comfort, 
wealth, luxury and power over our en- 
vironment. 


Water Power Resources 


The third natural power resource of 
importance is falling water. Water 
power use depletes nothing and there is 
but slight deterioration of plant. Water 
eternally ascends to descend, and present 
waste of its power in no way affects 
future supplies. In slight variation of 
the words of Noak, “Water returns from 
off the earth continually, the foundations 
of the great deep are broken up and 
the windows of heaven are opened up 
perpetually.” In using it, we merely bor- 
row the “might of the elements”—merely 
direct force in being—do not destroy 
something to get it. Here again the 
national outlook is not too bright. We 
have a potential low-water capacity of 
28,000,000 horsepower, and we have de- 
veloped about one-third of it. So far as 
water power controls the future, it will 
belong to other lands, for while we have 
but 15 per cent of the potential hydraulic 
horsepower of the world, we already 
have 41 per cent of the world’s developed 
water power. 

If we could continuously develop all 
our maximum horse- 


So, after we have made the most of 
our water power—and we must do so 
most zealously—we come back to coal 
again. It is the tower of our strength. 

Let us rapidly consider some of the 
natural resources upon which the power 
resources operate in the creation of 
wealth. I will ignore coal and petroleum 
as materials of manufacture, important 
as they are, for in sketching them as 
sources of power their volume has also 
been indicated inferentially for other 
purposes. 

The Geological Survey does not deal 
with wood, but it is an immense factor 
in economic power. The U. S. Forest 
Service estimates our standing saw tim- 
ber at 2.25 trillions board measure feet, 
or less than half of what we once had; 
and only 17 per cent of the virgin forest 
remains. Lumbermen give us higher 
estimates, up to 3 trillions feet;-but at 
the present rate of consumption and de- 
struction by fire (four or five times as 
much as growth), our forests will be 
gone in our children’s time, with a pain- 
ful dearth of wood long before the end. 
end. 

Wood, especially in the form of lum- 
ber, has been one of the abundant sources 
of American comfort and _ wealth. 
Three-fourths of American buildings 
are of frame construction, and wood and 
its products and multifarious in their 
uses. If lumber becomes very scarce 
and very dear, a great weakness will de- 
velop in our economic structure and we 
shall be hobbled in living costs and the 
expansion of our organizations for pro- 
ducing wealth. However, there is a 
bright side of the shield. We do not 
need so much lumber per capita as we 
once did; the National and regional as- 
sociations of lumber manufacturers are 
advocating conservative lumbering; and 
in the national and state forests and now 
in some great privately owned forests, 
notably the California redwood, refores- 
tation and perpetual lumbering practices 
are being introduced. Our consumption 
of wood pulp grows, but there is hope 
for paper in forest management. It has 
been figured that one of the largest paper 


companies owns such a great area of 
forest lands that if it should cut only 
a single spruce tree an acre a year it 
would be able to meet its own large 
pulpwood needs. Nevertheless, when we 
reflect on the essential part wood plays 
in our civilization, and that the wood- 
producing and wood-using industries 
constitute one of the major industrial 
groups, we cannot view the situation 
without misgivings. 

Though at long intervals, we can have 
successive crops of trees as well as of 
other plants, the minerals yield but one 
crop. Of the world’s mineral supplies 
it is difficult to speak with authority. I 
have already touched on coal and petro- 
leum in national and world terms. As 
work on our World Atlas progresses we 
shall know more about mineral reserves, 
but at present we shall have to take pro- 
duction as a rough indication of re- 
sources and future prosperity. The sta- 
tistics of production in a long line of 
important if not essential minerals are 
gratifying to our national pride in pri- 
macy but they also plainly tell some un- 
pleasant facts. 


Iron, Copper, Lead and Zinc 


No other nation is in the same class 
with the United States in the production 
of the three great industrial metals, iron, 
copper, lead and zinc, and so far as 
known our mineral reserves are such 
that we shall long maintain the front 
rank in all of them. Going further 
afield, we find that there are only three 
industrial minerals on which we are de- 
pendent on other countries for virtually 
all of our supplies, and they are tin, 
nickel and the platinum group. The 
minerals for which the United States 
will continue to depend on forign sources 
for a considerable part of its supply are 
antimony, vanadium, zirconium, mica, 
monazite, graphite, asbestos, ball clay and 
kaolin, chalk, cobalt, Naxos emery and 
grinding pebbles. The minerals that 
we can produce at home but which it is 
more economical to import at present 
and nitrates (except potassium nitrates), 
potash, manganese, chromite and mag- 
nesite. There are bright 
prospects for the de- 





power it would not be 
equal to the task of 
moving the machinery 
now at work in this 
country. The minimum 
figures may be increased 
by the building of reser- 
voirs as the years go by, 
and we may hope some 
day to surpass the pres- 
ent high-water maxi- 
mum of about 50,000,- 
000 horsepower. 

If water is to hold the 
sceptre of empire in the 
distant future, Africa 
will be master. In the 
Congo river basin, where 
heavy rains bathe high 
plateaus, France and 
Belgium control the 
greatest concentration of 
such potential power in 
the world. 





cease to be profligate of our natural resources. 


production is more important than distribution. 
duction, distribution solves itself in a degree; but no one yet has 
tolerably distributed little. With our huge stores of raw material 


and our great reservoirs of energy intelligently utilized, our iron Our colossal 


N the whole, we can view the future with confidence, if not 


with complacency, but the time has come when we must 


serve all of them—some of them with miserly care—to the end 


dividends for investors, ample rewards for business. 


slaves may yet solve problems that baffle economists. 


—George Otis Smith. 


We ought to con- 


Given ample pro- 


velopment of great pot- 
ash deposits in Texas, 
which may eventually 
make domestic potash 
as economical as for- 
eign; and while we do 
not have natural de- 
posits of the nitrates, 


that we may keep up that high-power production at minimum cost, their by-production in 


which means abundant wealth, high wages for workmen, generous 


the coking industry and 
synthetically, seem like- 
ly to make us indepen- 
dent in respect to them. 

Speaking of the ni- 
trates and potash brings 
up the natural resources 
of our agricultural soils. 
agricul- 
tural production speaks 
for them, but we also 
know that much soil ex- 
haustion has already oc- 
curred. 


After all, 
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Arithmetic and Stock Values 





Capitalization Structure as Affecting Earning Power—Magical Re- 
sults of a Little Slight-of-Hand—Owning a Corporation on Margin 


NOTE.—The influence of capitalization 
structure upon the earning power of com- 
mon stocks is extremely important, but 
little understood. This article shows 
through actual examples how changes in 
the proportion of common stock to pre- 
ferred will vitally affect the earnings per 
share. The application of this principle 
to certain issues has had a striking effect 
upon their market price. 


N a recent issue of THE MAGAZINE 
oF WALL Street, one of the leading 
articles was devoted to a comparison 
of a number of listed common stocks 
from the standpoint of the percentage 
of current earnings upon their market 
price. It was pointed out very properly 
that in the last analysis earning power 
must always be the chief criterion of 


stock values—exceeding in importance 
asset backing, financial condition, and 
even dividend return. For it is the 


average rate of earnings which deter- 
mines the real value of the physical 
assets, which weakens or strengthens the 
cash position, and which finally must con- 
trol the dividend policy. 

The study of corporation earnings as 
related to security values involves certain 
elements which usually receive slight con- 
sideration, yet which are not only inter- 
esting in theory, but often of great prac- 
tical importance. Unless properly inter- 
preted, a comparative table of earnings 
per share of common stock may result at 
times in quite misleading conclusions. 
For some of the companies showing the 
largest profits on their common may at 
the same time be earning a relatively 
small percentage of their total capitali- 
zation. 


What Is Conservative Capitalization? 


In this article, capitalization is always 
measured by mirket vaiwe. (Par values 
are just as irrelevant here as the Prohi- 
bition Amendment. In fact, the removal 
of the par value is growing as customary 
among stocks as that of the appendix 
among humans—and for the same rea- 
son, namely that it is of no earthly use 
and often cause grave annoyance.) For 
reasons that may soon appear clearer, 
the term “conservative” is usually ap- 
plied to a capitalization structure wherein 
the amount of common stock represents 
a large percentage of the total. Con- 


versely, it will be convenient to say that 
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JULIUS KAYSER & CO. : 
-——-Old Capitalization———, 7-——New Capitalization——, 
No. Shares *Price Total Value No. Shares *Price Total Value 
OO eee 16,400 120 $2,000,000 66,100 95 $6,300,000 
NN 6505-2 Garneads 60,100 100 6,600,000 115,000 20 2,300,000 
Mi sidncsekenudessthandtdeensaede $8,600,000 $8,600,000 
Net Earnings (Average)................- b6ch ako ane eannneeee $1,500,00 
Per Cent of Total Capital citar nteteentieoeendaie 17.4% 
SS i en ink ewebhandineel $971,000 
Per Cent of Market Price EE Witieniinees vandsénekeet 42.2% 
* Price at Date of Recapitalization. 
NORTH AMERICAN CO. 
-—— Old Capitalization———, -———New Capitalization——_, 
No. Shares *Price Total Value No. Shares *Price Total Value 
are se Fl aie 300,000 824 $9,750,000 
ED. c.a6neewesnae 300,000 65 $19,500,000 300,000 32% 9,750,000 
ER ee eee $19,500,000 $19,500,000 
Net Earnings After Depreciation (Year 
SS i, ME Roccecccccececces I ie i tad aah deine $3,000,000 
Dar Comt GF Totes Gamttih. ccc cccccccccces 15.2% 15.2% 
Balance for Common. .......s.ccccccscces a eee $2,100,000 
Per Cent of Market Price............... mts tgnckatne kt neienude 21.5% 
* Price at Date of Recapitalization. 

















the smaller the ratio of common to pre- 
ferred stock and bonds, the more “specu- 
latively” is the company capitalized. 

We are now ready for concrete ex- 
amples. White Motor and Mack Truck 
naturally invite comparison, since both 
are leaders in the motor-truck industry 
and are fairly similar in size and market 
quotation. Taking the most recent esti- 
mates of 1922 profits, the two common 
stocks would size up as follows: 


Ratio of 

Current Current Earnings 

Price Earnings to Market 

Per Share Per Share Price 

Mack Truck.... 58 $9 15%% 
White Motor... 50 7 14% 


On this basis, Mack would appear to 
be selling about 10% too low as compared 
with White, and therefore to have greater 
intrinsic merit at present prices. But 
let vs consider these companies from an- 
other and more fundamental standpoint. 
How do their earnings compare with 
their total capital? Here is a different 
set of figures: 


Current 

Total Net Earnings 

Capitalization Profits on Total 

(M’ket Value) 1922 (est.) Capital 

Mack Truck. .$31,500,000 $3,700,000 11.70% 
White Motor.. 25,000,000 3,500,000 14.00% 


The result of the second comparison 
directly contradicts that of the first. The 


company with the larger earning power 
on its common stock has a decidedly 
smaller earning power on its total capi- 
tal. If on the first basis, Mack Truck 
appears to be selling 10% too low, on the 
second it would seem with greater rea- 
son to be selling 20% too high. 

This paradox has a simple explanation. 
White Motors has only one kind of stock, 
but Mack Truck’s capital is divided about 
evenly between 7% preferred (First and 
Second) and common. The effect of this 
arrangement is worked out in detail in 
the table. Since half of Mack’s capital is 
restricted to a 7% dividend, the earnings 
above the dividend go to swell the per- 
centage available for the common. White 
Motor, however, must evidently earn the 
same proportion on its common stock as 
it does on its total capital, because the 
two are identical. If White were to split 
up its capitalization on the same basis 
as Mack, then—as our table shows—in- 
stead of earning 14% on its common, this 
figure would be automatically raised to 
20%. 

The Case of American Ice 


The smaller the ratio of common stock 
to total capital, the less dependable are 
the profits per share as an index of the 
company’s real earning power. To illus- 
trate this point by an important example, 
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in the table we analyze the 1921 results 
of the American Ice Co. A striking con- 
trast is afforded by the inclusion of the 
corresponding figures of All America 
Cables, which sells at about the same 
price. (This is a listed issue of great 
merit, entirely neglected.) The cable 
company is readily seen to have a smaller 
capitalization and much larger earnings. 
Nevertheless American Ice common 
earned 18% on its present price, while 
All America shows but 12%.%. The ex- 
cellent exhibit of American Ice common 
is found, upon analysis, to be due not 
so much to extraordinary prosperity as 
to the fact that the common stock repre- 
sents only 30% of the total capital. This 
means that whatever surplus is available 
above bond interest and preferred divi- 
dends is divided among a relatively small 
number of junior shares. Hence a very 
moderate increase in the percentage 
earned on the total capital results in a 
very substantial rise in the profits per 
share of common. 

If All America Cables were anxious 
to mark up the earnings on its common 
stock, it would need only to exchange 
two-thirds of its present shares for new 
7% preferred. In this way, as indicated 
in Table 2, it would achieve a capitaliza- 
tion structure similar to that of Ameri- 
can Ice. Then, with the same earnings 
and the same total capital as before, it 
would be able to report carnings of 25% 
on its common stock, instead of 12'4%. 

A third example of our thesis is pro- 
vided by a comparison of May Depart- 
ment Stores and Associated Dry Goods, 
as given in the table. Here again the 
company, which earns considera'ly more 


on its capitalization, shows a decidedly 
smaller percentage earned on its common 
stock. If May Department Stores had 
been capitalized on the same basis as 
Associated Dry Goods, it would have 
earned last year 21.9% on its common 
stock, against 16.6% for the other con- 
cern. Once more we observe that a sim- 
ple transformation of common into pre- 
ferred stock will suddenly double the ap- 
parent earning power of the junior issue. 

At this point the reader well might 
ask: “If a little juggling of capitalization 
can work such wonders, why hasn't it 
been done?” The answer is that this 
very thing has been and is being done— 
both directly and indirectly. 

The best example of a direct exchange 
of common for preferred stock, without 
trimmings and with the avowed purpose 
of marking up the earnings per share, is 
found in the case of North American Co. 
The directors here decided that the capi- 
talization structure was too conservative, 
i.e. that too large a percentage of the to- 
tal was in common stock, thus making 
too slow the annual increase in earnings 
per share. So in August, 1921, the com- 
pany issued one share of new 6% pre- 
ferred stock and one share of new com- 
mon, both par $50, in excharve for each 
share of old common, par $160. 

This simple operation effected an im- 
mediate transformation in the exhibit of 
the company. The details are given in 
the table. Whereas the profits after de- 
preciation for the year ended July, 1921, 
had been equivalent tc 15.2% on the maur- 
ket price of the old common, the same 
earnings amounted to 21.5% on the cor- 
responding price of the new common. 


More important still, the monthly in- 
creases in earnings were now made ap- 
plicable to only 10 millions in market 
value of common, instead of 20 millions, 
as before; and so amounted to just twice 
as much per share. The result was a 
speedy and continuous advance in the 
price of the new stock. The preferred 
is now at 46 anc the common at 100. 
Hence ore share of each is together 
worth 146, agcinst 65 for the old com- 
mon at the time when the exchange was 
operative. And we have not considered 
the large additional value of subscription 
rights accorded in the interim. 

A transaction similar in purpose and 
result, but more complicated in detail, 
was the recapitalization of Julius Kay- 
ser, the glove enterprise. The effect of 
this operation upon the position of the 
common is shown in the table. In this 
case the relative proportions of preferred 
ard common were directly reversed. 
Whereas the company previously had 
abuut 2 millions preferred and 6.6 mil- 
lions common, the new arrangement 
raised the preferred to 6.3 millions and 
reduced the common to 2.3 millions (ini- 
tial market value). 

This was undoubtedly a bold departure 
from accepted standards of conservative 
financing. On paper, however, it made 
the new common at 20 look far more at- 
tractive than the old at 100. For the 
same figure of ‘average profits which gave 
an earning power of 20% to the old stock, 
worked out as 42% upon the market 
value of the new common. Without 
much trouble, therefore, the new shares 
have doubled in price; and at 46 they are 

(Continued on page 1035) 
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COMPARISON OF CAPITAL STRUCTURE 
MACK TRUCK 


No. Total -———Present Capitalization——, -—Recapitalized on Basis of Mack Tk.—, 

Capitalization: Shares Price Value No. Shares Price Total Value No. Shares Price Total Value 
First Preferred........... ++ 109,219 94 $10,300,000 canoes ‘s maseaeses 250,000 50 $12,600,000 
Second Preferred..........- 53,317 88 4,700,000 ree — conn csuens - onesnssae 
Common ......--.++++: . « -283,109 58 16,500,000 500,000 50 $25,000,000 250,000 50 12,500,000 
EE, cencccakeetencadcenkenesns janes - $31,500,000 $25,000,000 $25,000,000 

Net Earnings, 1922 (Estimated)........... $3,700,000 $3,500,000 .. $3,500,000 
Mer Cont om Total Capltall....ccccccccccccccecccs has ihe adanew tie tt jc ccceheheed ad biadas ; 14.0% 
Balance for Common.......... ERT PE tecunededcaes $3,500,000 $2,500,000 
Ber Cont om Martset Price. ......cccccscccccccceseccs ee Bie 660 cccseccescosess 20.0% 


WHITE MOTOR 


WHITE MOTOR 





Capitalization: 
Bonds 


re 


Net Earnings, 1921............ 
Per Cent on Total Capital...... 
Balance for Common......... 


Per Cent on Market Price...... my 


Capitalization : 
First Preferred. ..... ones 
Second Preferred... ..... «+. 
GED dcccossecececacece 
We  cdcccceansas 


Net Earnings, 1921............ 
Per Cent on Total Capital....... 
Balance for Common.........-- 
Per Cent on Market Price...... 


AMERICAN ICE 


No. Total r———Present Capitalization——, 
Shares Price Value No. Shares Price Total Value 
siiesnin i $5,569,000 - aa wnaseenee 
147,590 90 13,280,000 =—i(iwjt.. rf - seas aisha 
71,070 113 8,031,000 221,300 11744 $26,000,000 

$26,900,000 $26,000,000 
ees oT $2,769,000 . $3,256,000... . 
aah contin wweluas 10.3%. puncanis i 12.5%... 
“ene $1,453,000. . cenwes .. $8,256,000.. 
(abenaweeban’ Pnébsasanedsseuss 12.5%. 


ASSOCIATED DRY GOODS 


No. Total -———Present Capitalization——, 
Shares Price Value No. Shares Price Total Value 
138,187 87 $12,022,000 55,690 115 $6,400,000 
67,250 90 6,053,000 iit —_ i dienes 
149,850 62 9,290,000 200,000 137 27,400,000 

$27,365,000 $33,800,000 
pinsiasp ainda $2,836,000 ietee ...+++ $4,058,000 
ehekglatencatiinaaidkiie hE ee eens oan wae 129 
seas avhwahemmaehen le en ee da eg . $3,663, 
iebneewetnschemenel Piet oddderdesuwchessanensses 18.4%... 


ALL AMERICA CABLES 


MAY DEPARTMENT STORES 


ALL AMERICA CABLES 


-~Recapitalized on Basis of Amer. Ice—, 


Total Value 


$18,000,000 
8,000,000 


$26,000,000 


No. Shares Price 


180,000 100 
68,000 117% 


MAY DEPARTMENT STORES 


-~Recapitalized on Basis of Assoc.—, 
Dry Goods 

No. Shares Price Total Value 

225,000 100 $22,500,000 


"82,500 137 11,300,000 
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Corn Products Refining Co. 








Corn Product's Position 


How 


Directors Have 


Bulwarked Huge 


Food Corporation—Its Earning-Power Today 


LONGSIDE of American Tobacco 
A and Standard Oil, Corn Products 

Refining can take its place as a 
corporation which has emerged from 
dissolution under the Sherman Law de- 
cree far stronger financially and with an 
earning power substantially greater than 
before the dissolution. 

Together with a number of the former 
Standard Oil subsidiaries, as well as 
numerous industrial corporations such 
as American Can, Gillette Safety Razor, 
etc., Corn Products can also be num- 
bered as a company having uncapitalized 
assets far in excess of its present cap- 
italization. 

The company was one of the few large 
industrial corporations able to show a 
balance for its common stock after the 
1921 debacle. It earned its $6 dividend 
for that year more than_1% times, and 
after paying the dividend was able to 
add over 1.5 millions to surplus. 

Current earnings are also well ahead 
of dividend requirements, with the cor- 
poration’s plants operating at about 80% 
of capacity and sales holding up well. 

These are some of the factors in the 
Corn Products situation which the stock 
market has been discounting since early 
last year, when the common shares sold 
as low as 59. Recently, the issue changed 
hands at 134, or a gain of over 115% 
from the 1921 low. At this writing, the 
price is 133, offering a yield of only 
4.60% on the established dividend rate 
of $4 regular and $2 extra, or $6 an- 
nually. 


What the Company Makes 


Corn Products manufactures, particu- 
larly glucose, corn syrup and _ starch. 
The former is used in candies, syrups, 
preserves, etc., to prevent crystallization 
of the sugar, for one reason. The corn 
syrup, sold under a famous trade brand, 
is produced in enormous quantities. An 
estimate of the 1920 output, for example, 
was 430 million pounds. 

The plant capacity, following organiza- 
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tion, was an enlargement of plant facil- 
ities taken over by the original corpor- 
ation, which represented a consolidation 
of a number of units in the field, none 
of which had been able to make money 
as separate entities. The management, 
representing Standard Oil interests who 
owned 51% interest in the combination, 
pursued the characteristic Standard Oil 
policy of plowing enormous portions of 
the total income back into property, and 
under this management the consolidated 
units developed a correspondingly large 
producing power. 


Development of Its Foreign 
Trade Business 


Active 


Corn Products has been active in ex- 
pansion of the development of foreign 
business, which used to account for nearly 
one-quarter of its sales, and particularly 
active in recent months. 

The company was formed in 1906, 
and in the years immediately following 
diverted practically all of its earnings to 
plant and equipment. As late as 1913, 
only a small amount was shown for the 
common stock. 

Judging from the policy of the man- 








Common Stock 


Year Earned 
i Sates eneeneneee $0.37 
ESE PRES 41 
Se hi caaiadwniin oleate 3.37 
SRG eh ona code bkbins eal 5.95 
i en ciikeaic tein 10.11 
Tack oar aeciinds es Abn eerie 13.19 
nWuakesy wanemeideeaaae 23.36 
Ver 21.53 








CORN PRODUCTS’ EARNINGS 


Working Funded 
Per Share Capital Debt 
Paid (In Thousands) 
‘oun $5,797 $8,247 
van 8,996 7,911 
xeue 11,077 7,595 
kam 11,394 7,270 
shied 16,671 6,944 
aad 17,594 6,620 
$1.50 29,849 6,250 
6.00 35,468 5,923 
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agement, a number of more years would 
have passed by before practical benefits 
would have accrued to the stockholders, 
had not the war in Europe broken out. 
Under the circumstances, an entirely dif- 
ferent cast was put on the situation. 
The corporation’s sales reached collossal 
proportions, and permitted the manage- 
ment to accomplish in a few years what 
might otherwise have taken twenty or 
more. The accompanyiug table shows 
exactly what the war and two post-war 
years did toward putting Corn Products 
on its feet. 

Summarizing the accompanying table, 
it is seen that during the years covered 
the corporation has increased its work- 
ing capital by nearly 30 millions, earned 
a total of over $78 per share of com- 
mon stock, and reduced its bonded debt 
by well over $2,324,000. 

The crowning achievement of the cor- 
poration was in 1921, when, as has been 
said, it earned a sizeable balance for its 
common stock, after working capital was 
diminished somewhere between 4 and 7 
millions by appropriations for the new 
Kansas City plant, and an additional 
$374,880 of funded debt was retired. 
The accomplishment was probably due, 
in large part, to the corporation’s ability 
to carry low inventories, or, rather, its 
foresight in not overstocking. 


Current Earnings and Outlook 


At the present time, Corn Products is 
well ahead of last year from an earn- 
ings standpoint. In the first half of this 
year a balance of $6.83 was earned for 
the common stock, against $3.58 in the 
same period last year. If last year’s 
record were a criterion, the company 
should show close to $12 a share for the 
common for the entire year. 


With this record behind it, its food- 
products established and the immense re- 
sources illustrated in the accompanying 
chart titled “Capital Position,” the re- 
cent rise in the shares seems to have 
been eminently justified. The belief, held 
in some quarters, that Corn Products is 
in a position to reward common share- 
holders by means of a melon-cutting, 
should the directors deem the time ap- 
propriate now or in the future. 


On the other hand, Corn Products is 
entering a period of increased competi- 
tion, which is a prospect not likely to be 
overlooked by the management, and it 
seems likely that resources will continue 
to be used toward bolstering up finances 
and earning power. 











American Can Company 





Prosperous—But Still No Dividends 


American Can in Soundest Financial Position 
of History—When Will Dividends Be Paid? 


N a previous review of American Can, 

one of the staff of THe MAGAZINE 

oF WALL Street included the com- 
non stock as one of a number of others 
hat were likely candidates for admission 
o the ranks of dividend-payers. Thus 
ar, no action has been taken and at pres- 
nt writing it does not appear likely that 
t will be taken during the remaining 
months of this year, at least. What will 
ome up during next year depends on the 
general business situation, the earnings 
1f the company, and, last but not least, 
he wishes of the directorate. 

American Can has one of the most con- 
servative directorates in America. Its di- 
ectors have a fixed purpose—to build and 
<eep building this company, so that it will 
stand like Gibraltar in any period of de- 
wression. That they would seem to have 
ilready succeeded in their objective may 
ve seen from the fact that despite one of 
he worst periods in American business 
—that of 1920-21—it is today in the 
strongest financial position of its history. 
A glance at the accompanying table indi- 
cates a steady growth in working capital 
and asset value which stand today at their 
highest point. 

Earnings 


Despite a consistent record of earnings 
since 1911, which would have at least 
warranted the distribution of a small but 
regular dividend, not one cent has been 
paid out to stockholders. The entire 
amount has either been retained in sur- 
plus or ploughed back into the company. 
As a result of this policy, the intrinsic 
value of the shares has steadily increased, 
amounting at the end of 1921 to $187 a 
share or nearly three times the current 
market price. Indeed, in this respect, Can 
bears a remarkable resemblance to U. S. 
Steel, whose directors, too, have been re- 
markably conservative on the whole, pre- 
ferring to build up their company. to a po- 
sition of unquestioned strength rather 
than have their assets dissipated in reck- 
less distributions to stockholders.. As a 
result, both Can and Steel today are in a 
very powerful financial position. 

It is for that reason that strong pros- 
pects for dividends on Can may be dis- 
cussed today with some reasonableness. 
Since 1911, every year has seen a surplus 
for the stock, sometimes amounting to no 
more than a few cents a share and at 
other times running up to as high as $12 
a share. In 1917, indeed, the company 
earned no less than $21.84 a share but 
this was an unusual war-year in which 
abnormal profits were the rule of the day. 
It is more significant, however, that in 
1920 and 1921, which were very uncertain 
business years, American Can returned 
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the respectable surpluses of $4.71 and 
$2.77 per share respectively. This indi- 
cated a satisfactory earning power even 
under adverse conditions. 

This year, earnings should be higher 
than those of 1921 and possibly higher 
than those of 1920. During the first six 
months of the year, gross volume of bus- 
iness ran 20% in excess of that for the 
same period last year. Inventories were 
scaled down and the company is in a po- 
sition to profit from the low price of tin- 
plate, its most important item. Operat- 
ing expenses were cut and economies of 
the most far-reaching order instituted. 
American Can entered 1922 in first-class 
condition. 


of 1921, as compared with previous year. 
American Can has only three issues 
outstanding including the sole funded 
debt of $9,655,500 Gold 5s, due February 
1, 1928. The 5s, quoted at 98, and which 
have an inactive market, are extremely 
high-grade. In 1921, interest was earned 
9 times over and, in the three previous 
years, interest was earned on the average 
10% times over. These bonds are highly 
recommended for investment. 


The preferred stock, of which $41,233,- 
300 is outstanding, is regarded as one of 
the most conservative among the 7% in- 
dustrial senior stock issues. It is quoted 
currently at around 109 with a yield of 
6.4% which is higher than that obtained 
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* Plus “contingent funds.” 


Element 
(1) Character 
(2) Past Record 
(3) Future Possibilities. 

population 

(4) Management 
(5) Financial Strength. 
(6) Earning Power 





AMERICAN CAN COMPANY 


Workin 
Capita 


+t Plus “contingent funds." 
RATING 
Qualifications 


Important industry 
..-Conservative upbuilding of finances 
--Demand should increase with growth in 


..-Very high-grade 
..Can finance its needs without borrowing. ....Excellent....... 
Sufficiently stable to warrant dividends 


Maximum Number of Points, 30. 


tAsset Price Range— 
Value High Low 
$93.00 
91.00 
91.00 


*Surplus 
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Excellent 
Excellent....... 

















Demand for canned goods is excellent. 
Stocks at the beginning of the year were 
depleted and markets had to be refur- 
nished. The company’s orders on hand 
show a steady increase, according to re- 
liable quarters. American Can also manu- 
factures containers for oil companies, 
cereals, milk, cocoa, drugs, etc., and its 
products are now more diversified than 
they ever have been, thus stabilizing the 
company’s production. 


Financess 


Financially speaking, Can is in good 
shape. It will not have to do any financ- 
ing, not. even for short-term purposes, 
having nearly tripled its cash and other 
liquid resources to $12,000,000 at the end 


on most similar issues of equal standing. 

The common stock, though it is rap- 
idly approaching the dividend-paying 
class, has already had a very large rise 
this year, having advanced from 32 to a 
high of 74. It is now selling at that price 
and has evidently done a great deal to- 
ward discounting the inevitable payment 
of dividends. 


From a market view-point, therefore, 
it is obviously not so attractive as it 
has been. However, intrinsically it is 
in a very strong position and seems to 
be destined to increase its already as- 
sured earning power. Purchase, how- 
ever, had better be deferred until a 
more favorable opportunity presents 
itself. 
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Sulphur Stocks as 
Investments 


Position and Prospects of Texas Gulf, Freeport 
Texas and Union Sulphur—Value of the Shares 


By JOHN MORROW 


United States produce practically 

all of the sulphur mined in this 
country and, in fact, their total output 
is equal to approximately three-fourths 
of the world’s production. They are the 
Union Sulphur Co., Freeport Texas Co. 
and the Texas Gulf Co. Sulphur is used 
in the manufacture of many more ar- 
ticles in industrial use than is generally 
supposed, and generally speaking, the 
sulphur-mining industry, for its prosperi- 
ty, depends upon the extent of the re- 
covery in general business. Naturally 
there was excessive production of sul- 
phur during the war which was largely 
unavoidable and one problem of the sul- 
phur-mining companies has been to work 
off excess supplies in a depressed market. 
The present price of sulphur, while a lit- 
tle below the pre-war average, has stif- 
fened lately and the demand has im- 
proved. 

Recently the three leading producers 
formed the Sulphur Export Association 
for the purpose of cooperating in foreign 
markets. The American companies al- 


TT tnite sulphur companies in the 


ready have a foothold 
in Europe in compe- 
tition with the Italian 
mines and_ evidently 
earnest efforts are go- 
ing to be made to de- 
velop this market, a 
development which 
seems essential to the 
future of the sulphur- 
mining industry in this 
country, because the 
three producers work- 
ing at capacity can 
readily turn out more 
sulphur than is ordi- 
narily consumed here, 
and therefore, in or- 
der to insure substan- 
tial and stable earn- 
ings, foreign markets 
must be found for the 
excess of production 
over normal domestic needs. 
A brief study of the principal charac- 
teristics of two of the leading producers 
follows: 








Texas Gulf Sulphur 


Cost of Production the Factor 


[X estimating or attempting to appraise 

the position of a company like Texas 
Gulf Sulphur and its outlook, the ques- 
tion of cost of production is most im- 
portant. We know that there is no doubt 
as to the extent or volume of Texas 
Gulf’s sulphur deposits. 

Texas Gulf Sulphur owns about 3,000 
acres of land at Gulf, Texas. The de- 
posit is located on an arm of the Gulf 
of Mexico, about 90 miles southwest 
from Galveston. The company owns a 
rail spur which gives it connection with 
a branch of the Atchison system; there- 
fore, so far as access to markets is con- 
cerned, the question of both rail and wa- 
ter transportation appears to be effec- 
tually answered. Developments have in- 
dicated that the Texas Gulf deposit, when 
production started some three years ago, 
contained 11 million tons of sulphur, of 
which at least 70% should be recovered. 

Sulphur is melted underground by 
forcing hot water into the deposit and 
the sulphur is then pumped to the sur- 
face by means of an air lift. The crude 
sulphur produced averages over 991%4% 
purity. Texas Gulf has a producing ca- 
pacity of over 1 million tons of sulphur 
per annum or perhaps three times the 
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amount of sulphur used yearly in this 
country under normal conditions. It will 
therefore be quickly realized that the 
question of supply is a secondary one, 
but the question of the cost of produc- 
tion is primary. 

In behalf of Texas Gulf Sulphur it has 
been stated that the company has been 
producing sulphur at lower cost than any 
other sulphur company in the world. Un- 
fortunately, there appears to be no con- 
clusive evidence or at least no evidence 
which may surely be taken as the latest 
word on the question of relative cost of 
sulphur production. 

During the war the Federal Trade 
Commission published some costs indi- 
cating that prior to 1917 sulphur could 
be turned out at under $6 a ton. During 
the war the cost rose to $10 a ton. With- 
out knowing absolutely the cost of pro- 
duction, it seems to be generally under- 
stood that Texas Gulf Sulphur is a very 
low-cost producer. 


Earnings Development 


The company started production in 
March, 1919, and earning powér since 
then has been fair. Of course conditions 
were rather abnormal during 1920 and 





Liquid sulphur being forced from earth through 
pipe by steam pressure and hot water 
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1921 and the company has not had what 
might be called a stable market upon 
which to conduct operations. 

Sulphur is used in many different ways 
for industrial purposes and naturally the 
greater the extent of the general busi- 
ness recovery, the greater the use of sul 
phur and the larger the earnings of sul- 
phur companies. 

In the six months erided June 30, 1922, 
Texas Gulf Sulphur earned $2.64 a share 
on the outstanding 635,000 shares of stock 
which have a par value of $10. In the 
same six months of 1921, earnings were 
less than $2 a share. Dividends on the 
stock were begun in December, 1921, and 
are being continued at the rate of $4 a 
year. 

While the company has a producing ca 
pacity of over 1 million tons of sulphu: 
yearly, it does not expect to find a mar 
ket for such a large tonnage in the near 
future. At the present time a producing 
life of from 12 to 25 years for the prop- 
erty is anticipated. The company has no 
bonded debt nor is there any mortgage 
upon the property. 

Capitalization in 1918 was $750,000, con- 
sisting of 75 thousand shares—stock at 
that time being closely held. Naturally 
with the present capitalization of 635 
thousand shares there is wider distribu- 
tion of holdings, although it is under- 
stood that some large blocks are held by 
those most interested in the development 
of the property. For the outstanding 
capital stock, the company received a lit- 
tle over 6 million dollars in cash and 
about 350 thousand in property. All of 
the cash paid in has been used as work- 
ing capital. 
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Last Spring, it was claimed that ship- 
ments to consumers from Texas Gulf 
property were running at the rate of be- 
tween 400 and 500 thousand tons annual- 
ly which would indicate that Texas Gulf 
Sulphur stands very high from the stand- 
point of size of production. 


Conclusion 


Since the shares of Texas Gulf Sul- 
phur were listed upon the New York 
Stock Exchange late in 1921 they have 
been rather a popular speculative vehicle 
and the company’s prospects have been 
enthusiastically sponsored. At the pres- 
ent writing the stock is betwen 55 and 
60 and at a level where a speculative 4 
cividend-paying stock often rests, while 
the market makes further appraisal of 
possibilities. 

If it were to be assumed that the pres- 
ent dividend rate was a permanent one in 


_ 


the sense that it represented the maxi- 
mum of distribution under normal earn- 
ing conditions, then it might be claimed 
that further speculative possibilities were 
rather limited. If, however, earning 
power is capable of developing substan- 
tially, then the shares, when the market 
senses such a development, can be ex- 
pected to move higher even though divi- 
dend increases are not immediately in 
prospect. It would seem that no con- 
clusive appraisal of Texas Gulf Sulphur 
shares is conservatively possible. How- 
ever, even without such an estimate 
if the company establishes itself as 
the lowest cost producer, then earn- 
ing prospects are relatively attrac- 
tive and on that basis the shares 
should hold worth-while speculative 
qualities, though the present uncertain 
position of the market would seem to 
preclude possibilities of an important 
advance in the near future. 
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Freeport Texas Company 
Still in Speculative Condition 


corporation which, not so many years 

ago, had a small capitalization, 
shares were closely held, sold at high lev- 
cls and dividend payments were substan- 
tial. Not longer ago than 1915 the total 
outstanding stock amounted to only 2 mil- 
lion dollars and in 1916 dividends of 40% 
were paid on 2 million dollars capital 
tock. In 1917, in the midst of a period 
of unusual prosperity for the company, 
when the war demand for sulphur was 
abnormally large the 35 thousand shares 
of $100 par were increased to 500 thou- 
sand shares of no par value and this 
larger number was issued in exchange for 
the old stock at the rate of 142/7 shares 
of new for each old share. Since 1917 
outstanding capital has been increased to 
725,794 shares. This résumé of the in- 
creases in capital during the past six 
years is given with the idea of showing 
briefly one of the principal reasons why 
per-share earnings have been so small. 


T's Freeport Texas Company is a 


What Freeport Texas Owns 


Freeport Texas is really a holding com- 
pany, owning the entire capital stock of 
some eight subsidiaries, the principal one 
of which is the Freeport Sulphur Com- 
pany. The sulphur deposits are located 
in Brazoria County, Texas. It is not pos- 
sible to estimate accurately the amount 
of recoverable sulphur which is in sight, 
but at the beginning of operations it was 
roughly reckoned that at least 17 million 
tons were in reserve. It is likely that re- 


serves are now at least 11 to 12 million 
tons. On the subject of production costs, 
there is little that is definite although in 
1919 it was stated that the cost of pro- 
ducing sulphur was about 33% of the 
amount realized in sales. At the annual 
meeting in April, 1922, opposition devel- 
oped against the management and it was 
stated by John Skelton Williams that en- 
gineers claimed that the company’s prop- 
erty was using three or four times as 
much oil per ton of sulphur as other 
properties, but that under proper opera- 
tion from 500 thousand to 1 million tons 
of sulphur could be produced annually 
at a cost as low as any other property. 
That claim was made at the annual meet- 
ing and it is here stated for what it may 
be worth. 

In connection with Freeport Texas sul- 
phur operations the contract which was 
entered into with the Texas Company for 
the development of the Hoskins Mound 
sulphur deposit is of interest. This so- 
called Hoskins Mound is located near 
Freeport, Texas, and the contract be- 
tween the Texas Company which owns 
the deposit and the Freeport Texas Com- 
pany calls for the operation of the de- 
posit and the installation of a modern 
plant which is to be in operation by 
April, 1923. Generally speaking, the de- 
posit will be operated on a royalty basis. 
Some experts have claimed that this de- 
posit is one of the largest and richest 
known, but naturally it ‘s too early to 
assume the effect upon the earning power 


of Freeport Texas. That possibilities 
are there and perhaps great possibilities, 
is doubtless true. 

Freeport Texas has gone in for some 
oil development in Mexico through the 
ownership of the La Espuela Oil Com- 
pany. It was undertsood when this de- 
velopment began that the Freeport Texas 
Company hoped to obtain enough oil to 
furnish fuel requirements at the sulphur 
properties. Up until last Spring, this 
Mexican company had produced over 
1.3 million barrels of crude oil. 

The other subsidiaries are necessary 
adjuncts to the operation of the sulphur 
properties and in effect complement the 
organization—naturally the chief source 
of earnings is the sulphur company. Late 
production figures are unavailable in de- 
tail, but in the ten years from 1912 to 
1922, the company mined some 2 million 
tons of sulphur and during the war, pro- 
duction and sale in one year exceeded 
500,000 tons. This figure, however, seems 
to be above average, at least until the 
general business recovery goes further 
than it has to date. There is no doubt, 
however, of the ability of the Freeport 
Texas Company to mine as much sulphur 
as that in any one year. The chief prob- 
lem is to find a profitable market for the 
output. 


Earnings 


In connection with the Hoskins Mound 
contract it was necessary for the Free- 
port Texas Company to raise money for 
development and therefore 4 million dol- 
lars 7% convertible bonds, due 1937, were 
sold. The conversion privilege on these 
bonds during the markets of the past 
summer became so profitable that the out- 
standing amount now is only about 100 
thousand, the remainder having been con- 
verted into stock. The profit to those 
who had subscribed to the bonds was in 
the rise in the market price of the stock— 
that is, it represented a principal profit 
and had nothing to do with income, for 
Freeport Texas stock has not paid divi- 
dends since November, 1919. 

The fiscal year of Freeport Texas ends 
November 30 and in each of the three 
fiscal years ended November 30, 1921, 
the company reported a deficit after all 
charges. Naturally there has been a de- 
crease in profit and loss surplus which 
stood at almost 7 millions as of Novem- 
ber 30, 1918, and at 4.7 millions as of 
November 30, 1921. Over 2 million dol- 
lars was deducted from profit and loss 
surplus from the year 1918 to 1919 by 
the payment of income and excess prof- 
its taxes accrued through several pre- 
vious years. 

The latest earning statement available 

(Continued on page 1034) 
































EARNINGS OF SULPHUR COMPANIES 
—————_-TEXAS GULF—————_,, — FREEPORT TEXAS yy 
*1919 1920 1921 1918 1919 1920 1921 

Gross income.......... winsite $8,153,871 $5,882,211 $9,913,184 $3,449,234 $4,656,711 $3,293,256 
FS $967,928 8,327,031 1,949,375 5,882,018 1,602,418 1,462,834 395,606 
Dividends paid......... in eli ek date ca bactee 635,000 864,014 840,070 amaneees =o tie 
PE ch ittins ons cdO00 967,928 3,327,031 1,314,375 3,069,310 215,231 138,982 +893,902 

per share...... $1.52 $5.24 $3.07 $7.87 ——. > .@e.  m~c_ 

* Production started March, 1919. t Deficit. 
for OCTOBER 2, 1922 1003 





Recently Listed Securities 


A Description of the Leading New- 
comers of the New York Stock Exchange 


ANY new issues in the current year 
M have joined those listed on the 

New York Stock Exchange. In 
almost every case, these newcomers have 
enjoyed a very substantial advance over 
the price they sold at when first intro- 
duced to the big board and the investor 
who purchased the most promising of the 
new issues when first introduced to trad- 
ing now has a substantial profit. 

In the June 24 issue of THE MAGAZINE 
oF WALL Street thirteen of these new 
issues were analyzed. In that article, 
E. I. du Pont de Nemours selling at 129, 
International Combustion Engineering at 
23, Julius Kayser at 38, White Eagle Oil 
at 27, were pointed out as being attrac- 
tive speculations. Since that time, these 
stocks have scored very substantial ad- 
vances. For example, Du Pont is sell- 
ing at 163, International Combustion En- 
gineering at 28, Julius Kayser at 45 and 
White Eagle Oil at 31. While the two 
latter still appear to have good long-pull 
possibilities, in the opinion of the writer 
it is probable that later on an oppor- 
tunity will be presented to purchase these 
stocks at somewhat lower levels, as the 
immediate trend of the market seems 
doubtful at this time. 

Since the last review of newly listed 
securities, fifteen additional issues have 
found their way to the New York Stock 
Exchange and several of these are brief- 
ly described in this article. The accom- 
panying table gives the capitalization, 
working capital, dividend rate, earnings 
and price range of all the stocks listed 
in 1922, 


American Metal 


American Metal Co. Ltd. is engaged, 
either directly or through its subsidiary 
companies, in the business of mining, 
concentrating, refining, treating, buying 
and selling copper, lead, zinc, gold, sil- 
ver, sulphuric acid, etc. During the 35 
years of its existence it has steadily in- 
creased its business and is now one of 
the most important factors in its indus- 
try. In January, 1920, all the assets and 
business of L. Vogelstein & Co., Inc., 
were acquired, Mr. Vogelstein and most 
of his staff joining in the management 
of this company. This amalgamation 
necessitated a cash outlay of ten millions 
which was financed in part by the sale 
of preferred stock. 

In the past 25 years, an average of 35% 
of net profits has been paid to the execu- 
tive management of the company. With 
the changed capitalization, no profit shar- 
ing is to take place for any year after 
1922 until the full amount of the pre- 
ferred dividend and $3 per share on the 
common has been paid out of earnings 
for such year. 
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Earnings for the years 1921 and 1920, 
as shown in table, were unusually low 
and do not really indicate the earning 
power of the company. In the past 13 
years, earnings have averaged about $6 
per share per annum on the present out- 
standing common stock. Earnings for 
1922 are expected to show the $3 divi- 
dend earned with a good margin to spare 
and the outlook is for much larger earn- 
ings in 1923. 

The 7% preferred stock is convertible 
into common stock at 50 up to June 1927. 
This privilege may become valuable. The 
preferred is in a very strong investment 
position and may be considered an at- 
tractive convertible issue at present price 
of 111. The common dividend of $3 
appears quite secure but at present 
price of 49 the stock appears high 
enough as an early increase in the 
rate is not anticipated. 


Beech-Nut Packing 


Beech-Nut Packing Co. has been do- 
ing a profitable business for over 20 
years and its brands are now well known 
throughout the United States. Its prin- 
cipal products are preserved fruits, chew- 
ing gum, ketchup. peanut butter, jam, jel- 
lies, sauces, confections and meat prod- 
ucts. Based on the remarkable improve- 
ment in earnings this year the stock has 
had a big advance since it was listed. 
For the first six months net profits, after 
allowing for preferred dividends but be- 
fore deducting Federal taxes, were equal 
to $3.50 a share on the common stock. 
Dividends are being paid on the com- 
mon at the rate of 4 cents monthly or 
48 cents a year. In view of the large 
earnings, an increase in this rate is an- 
ticipated in the near future. At pres- 
ent price of 43 the stock has already 
largely discounted higher dividends 
but on a fair decline from present lev- 
els it may prove a good speculation as 
the company appears to have a grow- 
ing business. 


J. I. Case Threshing Machine 


J. I. Case Threshing Machine Co. for 
many years has been one of the most 
prominent of the harvester manufactur- 
ing companies. As with all companies in 
this line of business, 1921 was a very 
poor year and a large amount had to be 
written off for loss in inventories, result- 
ing in a final deficit after dividends of 
$3,793,431. 

Competition from Ford and other auto- 
mobile companies in the tractor field has 
made it difficult for the company to 
realize the same margin of profit as in 
former years but in spite of this situa- 
tion, operations in the current year have 
been on a profitable basis and it is an- 


ticipated that the preferred dividend wil! 
be covered and a small amount left over 
for the common. 

The 7% preferred stock at 90 can be 
regarded as an attractive business man’s 
investment in view of the fact that work- 
ing capital alone is in excess of the pre- 
ferred outstanding and there is no fund- 
ed debt. Dividends on the common, 
however, appear to be remote and it 
is not particularly attractive at the 
present price of 37. 


Commercial Solvents 


Commercial Solvents is a comparative- 
ly new company as operations on a com- 
mercil scale were started about April, 
1921. The company’s chief products are 
butyl alcohol, acetone, ethyl alcohol and 
other important derivatives. A recent in- 
dependent appraisal indicates a value of 
$3,898,449 for replacement value of lands 
buildings and equipment. Factories are 
at Terre Haute, Ind. 

For the six months ended June 30, 
1922, net profits, after deducting depre- 
ciation, taxes and Class A _ dividends, 
were equal to $2.75 a share on the Class B 
stock or at the rate of $5.50 per share 
per annum. Class A stock is entitled to 
cumulative dividends at the rate of $4 
per share per annum and is convertible 
into Class B stock share for share. Prac- 
tically all the company’s products are 
sold to manufacturers of the highest 
credit. The Eastman Kodak Co. and du 
Pont de Nemours & Co. are under long- 
time contract with Commercial! Solvent 
for their entire requirements. 

The Class A stock, selling close to 50, 
gives an attractive yield and because of 
the convertible feature offers the possi- 
bility of considerable appreciation in 
value should earnings of the company 
continue to grow. The B stock at 45 
is only a few points under the A stock 
and is not as desirable. 


Hudson Motor 


Hudson Motor Car. Co. has shown a 
remarkable increase in earning power in 
the current year. While in 1920 and 1921 
earnings were less than $1 a share on the 
present capitalization, it is likely that 
between $5 and $6 a share will be 
earned this year. This estimate is based 
on the official report of earnings for the 
7 months ended June 30 and an estimate 
of earnings for the last 5 months. It 
should be taken in consideration, how- 
ever, that the automobile industry has 
been enjoying unusual prosperity and it 
is a question whether the company will 
be able to maintain so large an earning 
power. The management, however, has 
shown itself to be efficient and progres- 
sivé and a reasonably optimistic view of 


THE MAGAZINE OF WALL STREET 





the company’s future would appear war- 
ranted. 


Goldwyn Pictures 


soldwyn Pictures is engaged in the 
business of producing motion pictures 
for distribution and exhibition. The com- 
pany is in fairly good financial condi- 
tion but has shown a poor earning power. 
In 1921, there was a deficit of $686,827 
and in the 21 weeks ended May 27, 1922, 
there was a deficit of $370,202. As dur- 
ing these periods the motion-picture bus- 
iness was, as a whole, on a profitable 
basis with Famous Players, for example, 
reporting handsome profits the showing 
of Goldwyn is very unsatisfactory. The 
stock must be regarded as highly spec- 
ulative and does not appear attractive 
at present price of 7. 


Moon Motor 


Moon Motor Car has shown a fair 
earning power for a number of years 
but not sufficient up to the present year 
to have maintained a $1 dividend on its 

esent outstanding common stock. This 
year, however, earnings have increased 

aterially and in the six months ended 
June 30, 1922, $1.47 a share was earned 

1 the common stock or nearly two and 

half times the dividend requirements. 

f course it cannot be taken for granted 

hat this earning power can be main- 
tained and the stock at present price 
of around 17 should be regarded as 
in a decidedly speculative position. 


Timken Roller Bearing . 


Timken Roller Bearing Co. is the larg- 
est manufacturer in the world of anti- 
friction bearings for vehicles of all kinds 
and kindred devices for machinery. The 
company has shown a steady earning 
power for a number of years. On its 
present capitalization of 1,200,000 shares 


this earning power in the past has not 
been sufficient to have maintained a divi- 
dend rate of $3 a share on the stock 
which is now being paid. Earnings in 
the current year, however, have recorded 
a remarkable increase and for the first 
six months were equal to $3.41 a share 
on the stock or at the rate of $6.82 per 
share per annum. The company is in 
very strong financial position and the 
stock appears to have good specula- 
tive possibilities in a favorable market. 


U. S. Hoffman Machinery 


United States Hoffman Machinery is 
the owner or exclusive licensee of basic 
patents covering the manufacture of gar- 
ment-pressing machinery. The business 
was started in 1908 and the company is 
now firmly established in the field, sup- 
plying 90% of the pressing machines in 
the United States and Canada. In the 
first 4 months of 1922, the company 
shipped 2,811 machines, as compared with 
shipments of 1,802 machines during the 
same period of 1921. Orders continue 
to come in in still larger volume, so that 
earnings for 1922 will undoubtedly be 
the best in the company’s history. It is 
estimated that as high as $6 a share on 
the stock will be shown. Earnings over 
the past several years would seem to in- 
dicate that this company could sustain at 
least a $2 dividend rate on its shares and 
it is likely that the stock will receive 
this dividend rate in the near future. At 
present price of 21 the stock is not un- 
attractive as a speculation. 


Exchange Buffet 


Exchange Buffet is engaged in the 
restaurant and cigar business in New 
York City and Newark, N. J. The busi- 
ness was first incorporated in 1902 and 
since that time the number of restaurants 
have been steadily increased. At the 
present time thirty-five are operated, 


thirty-two in New York City, principally 
in the downtown section, one in Brook- 
lyn and two in Newark, N. J. The 36th 
restaurant will be opened in January, 
1923. The company has been successful 
in practically every restaurant it has 
opened and net earnings have shown a 
steadily increasing tendency. The man- 
agement plans to conservatively expand 
its operations and ultimately other cities 
may be included. The corporation’s res- 
taurants are held under leaseholds the 
average life of which is approximately 
13 years. Each year company charges 
off an amount equal to the cost of the 
equipment of each restaurant, divided by 
the number of years of the leasehold, so 
that at the expiration of the lease the 
cost of the equipment has been entirely 
charged off. In view of the demonstrated 
steady earning power of the company 
the present dividend rate of $2 per share 
appears quite secure although in the past 
it has not been earned with a very large 
margin to spare. At present price of 
31 the stock appears high enough as a 
$2 dividend payer but it is not without 
long-pull possibilities. 


Sweets Co. of America 


Sweets Co. of America is engaged in 
the manufacture and sale of candy spe- 
cialties known as “Tootsie Rolls,” “Toot- 
sie Kisses,” “Lance Cough Drops,” etc. 
These products are sold extensively 
throughout the Eastern, Southern and 
Middle States. Capitalization consists of 
450,000 shares of a par value of $10 and 
$136,000 bonds. In view of the fact that 
working capital is only $50,000 and earn- 
ing power poor this is certainly a highly 
optimistic capitalization and it is very 
doubtful if the company will ever justify 
it. For the first six months of 1922, the 
company operated at a loss. The stock 
is now selling around 2% but even at 
this low figure it appears to be a very 
undesirable speculation. 








—_————Capitalization- 


COMMON STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE THIS YEAR 


Divi- Divi- 


——— dend 


dend --tE’nedonCom.—, 


-—-Price Range—, 
Common 


Working Since Listing 


High 
84 


1921 
$2.53 
1.71 


Capital 
$11,101,820 
9,360,322 
4,514,256 
14,954,792 
52,537,734 
365,339 
198,910 
3,545,360 
4,342,312 
3,028,757 


1920 


$1.00 
16.22 


Common Pref. Com. 
*536,000 shs. $7 $3 
$8,714,625 12 
15,000,000 0.48 


Preferred 
$5,000,000 


— 
Bonds 
Metal 


Beech-Nut Packing 

J. I. Case Threshing Mach 13,000,000 .000, ; 

Du Pont de Nemours 71,259,950 378. 8 

Commercial Solvents Sie . 

Exchange Buffet . ‘ 2 

General Baking *88,158 shs. *138,578 shs. 8 

Gliddon Co $6,804,500 *322,955 shs. 

Goldwyn Pictures énnennnee *720,460 shs. 

Hudson Motors *1,200,000 shs. 2 

Int. Combustion Eng *176,916 shs. 2 

+ peer Kayser *115,700 shs. ; 

exican *935,939 shs. ; § 

1 
1 
6 


American 





*66,115 shs. 
$311,400 


Moon Motor.. sabcieteud san *154,213 shs. 

Mother Lode Coil. 

Nash Motors 

Piggly-Wiggly Stores 

Postum Cereal 

Reynolds Sprin 

R. Reynolds 

Ske ly Oil 

Spicer Manufacturing *313.750 shs. 

Sterling Products *502.735 shs. ss 3 

Sweets Co. of Am eccemeus e ne ‘ 

Timken Roller Bearing sinad éeenteees 200, ee 3 

U. S. Hoffman Machinery. 2,500,000 adeceeiae ' > - ’ 

White Eagle 769,985 opasunen . ° “ 2 
* No par value. t Years ended August 31. % On basis of present capitalization § Last dividend 50 cents, paid August 21, 1922. { Par 

value $20. ij Class A stock is entitled to $4 cumulative dividends, last payment was $1 en Sept. 1, 1922. Class A shares with Class B in dividends 

after $4 has been paid on both. )» On Class A shares. ¢% Par value $25; $50,000,000 Class B has no voting power. 4Par value $10. 


*2,500,000 shs. 
*54,600 shs. 
*37,000 shs. B o- Note 
5 


972,281 
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Overhauling Your Stock Holdings 


Three “Switch” Recommendations by Members 
of the Staff of The Magazine of Wall Street 


S stated in previous articles on this 

subject, no attempt is being made 

in these “switch” recommendations 
to disparage any of the securities from 
which the exchange is recommended. 
The idea is simply to suggest to investors 
methods by which they may increase their 
income, at the same time securing better 
opportunities for profit than those rep- 
resented by securities already held. 

The three following “switches” are 
recommended: Ray Consolidated into 
Weber & Heilbroner, Allied Chemical 
into Endicott-Johnson and Chicago, Mil- 
waukee & St. Paul pfd. into Philadel- 
phia Company. At this particular time, 
however, with uncertainty shrouding the 
immediate course of the market, holders 
of the above-named securities from 
which “switches” are recommended 
should sell and wait until a general re- 
action in the market has brought down 
the price of the stocks into which the 
“switches” are recommended to an at- 
tractive level. In other words, do not 
“switch” now but sell out Ray Consoli- 
dated, Allied Chemical and St. Paul pfd. 
and wait for a more favorable oppor- 
tunity to buy Weber & Heilbroner, Endi- 
cott-Johnson and Philadelphia Co. in 
their place. 





SELL Allied Chemical. 
BUY Endicott-Johnson. 











In making this recommendation, the 
writer is influenced mainly by the fact 
that St. Paul preferred is paying no divi- 
dends and cannot possibly do so under 
existing conditions with the road not cov- 
ering its total fixed charges. It is true 
that conditions al.ead may finally result 
in bringing this company back to some- 
thing like its former earning power but 
this will take a very long period. In the 
meantime, no return is being received on 
the stock and it has already doubled in 
price since its low of the year. 

Selling about eight points lower, Phila- 
delphia Company offers what seems to 
the writer to be an excellent opportunity 
for a favorable exchange. Philadelphia 
Company has a long and honorable divi- 
dend record. It is one of the great pub- 
lic utility systems of the country and has 
proven its stable character in periods of 
depression such as the last one. This 
year the company will earn between $4.50 
and $5.50 a share compared with the divi- 
dend of $3. This means a satisfactory 
margin over dividend requirements. The 
stock is not what might be called a “fast 
mover” but it has sold as high as 59 
when conditions surrounding the com- 
pany were not as favorable as they are 
now. The common stock is at present 
writing quoted at 42 (eight points below 
St. Paul pfd.) with a yield of 7.14% com. 
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pared with no dividend at all on St. Paul 
preferred. From many different angles, 
at the present time, the utility seems a 
much more attractive investment than the 
railroad and offers a suitable opportunity 
for a “switch.”"—A. M. 

It will be observed that in each of the 
above cases, the motive has been to sug- 
gest to investors methods by which they 
can increase income. Thus by “switching” 
from Ray Consolidated to Weber & Heil- 
broner, the investor achieves a return of 
8.3% instead of no return at all; in the 
case of the “switch” from Allied Chem- 
ical to Endicott-Johnson, the investor re- 
ceives a return of 5.8% instead of 4.7%, 
and in the case of the “switch” from St. 
Paul preferred into Philadelphia Com- 
pany common stock, the income is in- 
creased from zero to 7.14% In addition, 
in two of these three “switches” the in- 
vestor receives the benefit of making a 
profit on the exchange. 





SELL Ray Consolidated. 
BUY Weber & Heilbroner. 


is a successful chain-store proposition 
specializing in men’s wearing apparel, 
pays a $1 dividend and is in a position 
to pay a higher rate as earnings are in- 
creasing both owing to the greater de- 
mand for its wares and to the higher 
prices in vogue. The company is well- 
managed and while it is not a very large 
one as American industrial companies 
go, it is nevertheless very compact, well 
financed and prosperous. At the current 


price of 12, the return on the investment 
is 84% which is very satisfactory, though 
the investor, by waiting a little, may be 
able to secure this issue at an even lower 
price, should the general market definite- 
ly become reactionary.—E. D. K. 





SELL St. Paul Preferred. 
BUY Philadelphia Co. Common. 




















In this case, the purpose is to “switch” 
from a non-dividend paying issue with 
small prospects of paying dividends in 
the near future to one that is not only 
paying dividends but contains possibili- 
ties of paying higher dividends within a 
reasonable period. There is a further 
advantage in exchanging Ray Consoli- 
dated for Weber & Heilbroner. The 
former is selling three points higher than 
Weber & Heilbroner and this means an 
exchange with a profit of $300 for every 
100-share transaction. 

In common with most of the other cop- 


‘per producers, Ray Consolidated had a 


very rough time of it in 1921. Since that 
time, the industry has shown improve- 
ment but the company started production 
only as recently as April. In 1921, it 
took a loss of over $1,500,000 and it will 
take a considerable period of prosperity 
to make up this loss. For that reason, 
resumption of dividends on this issue ap- 
pears rather remote. 

Weber & Heilbroner is in an entirely 
different position. The company, which 








THREE STOCK 
“SWITCHES” 
Divi- 
Price dend 
Ray Consolidated.... 15 — 
Into 
Weber & Heilbroner.. 12 $1.00 
Allied Chemical 4.00 
nto 
Endicott-Johnson .... 85 5.00 
St. we pfd 


nto 
Phila. Co. common... 42 


Yield 
(%) 
8.33 
4.70 
5.85 


3.00 7.14 
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Both Endicott-Johnson and Allied 
Chemical are in a very strong position. 
Both have fine prospects. Both are very 
efficiently managed, and both have a dem- 
onstrated earning power. Both are lead- 
ers in their respective industries. In 
“switching,” theretore, the investor is 
not switching from a weak industry into 
a strong one or from a weak stock into 
a strong one. He is, in fact, exchanging 
one strong stock from another. How- 
ever, in making the exchange, the in- 
vestor puts himself in a position to im- 
prove his income. Allied Chemical pays 
only $4 a share dividends whereas Endi- 
cott-Johnson pays $5 a share. As both 
stocks are selling at about the same level, 
it is obvious that the return on the shoe 
stock is higher than that on the chemical. 

There is another point to bear in mind. 
Allied Chemical, this year, has had a very 
large advance, having risen from a low 
of 55 to a high of 91, a gain of 36 points 
whereas Endicott-Johnson with an even 
higher earning power has advanced from 
76 to 89. In other words, this year the 
shoe stock has done comparatively little 
from a market view-point whereas the 
chemical has already scored a very sharp 
advance. Apparently Endicott-Johnson 
has better market prospects. 

Allied Chemical, it is true, is earning 
at a rate of $12 a share, on the basis of 
which it could easily increase the divi- 
dend to $6 in which case it would not be 
unattractive even at the present level. 
On the other hana, Endicott-Johnson will 
earn this year from $12 to $15 a share 
and assuredly is in a position to pay $6 
or even $7. Disregarding such probabili- 
ties, however, Endicott-Johnson is now 
paying $5 whereas Allied Chemical is 
paying but $4. Selling around the same 
price, therefore, the former returns a 
higher yield and seems the more attrac- 
tive from an investment view-point.— 
A. T. M. 


MAGAZINE OF WALI. STREET 





Building Your Future Income 


For the Man With His First Five Hundred Dollars 





True Talk 


"7Happiness may survive poverty; but it does not thrive upon it. "Gambling is a 
diversion; speculation an art; investing a science. "In this age of reckless spending, to live 
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ae happily upon one’s means is a real measure of a man. "Work a little harder, plan a little 
rrent harder and save a little harder—is not that the whole secret of success? "There is no easy road 
a. to financial independence. But there is a road which any man may travel if he but will to do so. 
y be "Although planning for the age of sixty makes one shudder at twenty-five, the prospect 
ower of being dependent upon others at age sixty is certainly far more fearful. *7If a man, 


me- no matter what his job, can spend a little less than he earns, there are ways of building 


that little into a competence—and a competence is wealth. "The first man who shelled 
an ear of corn dug his trench for the seed, watched over the spot until the first sprouts 
appeared, watered and weeded carefully each day and then reaped his harvest was an in- 
vestor. The seeds were his investment, the crop that resulted, multiplying his original 
planting many hundreds of times, was his income; that portion of his crop which he re- 
planted was the wealth that he reinvested. "A pest on the doubters and the sycophants 
and the would-be cynics! There are fewer poor people and more rich people in this 
country today than there were ever before, ignoring war-times when everyone thought he 
was rich. You, no matter who you are, can be among the rich ones—if you want to. 
Happiness does not come from having all that you want. Happiness consists in having 
a little more than you need. A little more income, a little more money in the bank, a little 
more room in your home, a little more food and clothing, a little more opportunity for 


recreation and relaxation. Scientific and conservative investment is the surest way to pro- 


duce that “‘little more.” 


G) 
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What Is Financial Independence? 


OR those who would never be con- 

tented, no matter how great their 

means, Financial Independence can- 
not be estimated. 

But for those who have certain definite 
standards of living—a settled conception 
of what, to them, a comfortable, well- 
equipped home would be—Financial In- 
dependence is easy to determine. And 
it’s a good plan to do the determining, if 
only to find out how far from Financial 
Independence you are today, how much 
ground you will have to cover before 
you can get to where you want to be. 

An old reader of The Magazine de- 
vised a way for plotting a course to 
Financial Independence. Nothing deep, 
or mysterious, or super-technical about 
his method, but unique, just the same. He 
said: “My idea of Financial Indepen- 
dence calls for an income sufficient to 
maintain my present home.” In other 
words, he was satisfied with his present 
scale of living, and only needed enough 
income to maintain that scale and have 
a little over for emergencies to be, for 
him, financial independence. 


He devised three “ratio curves,” as he 
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called them, answering each of the fol- 
lowing questions: 

(A) What per cent of my salary do 
I use for living expenses? 

(B) What per cent does my income 
from investments bear to my salary? 

(C) What per cent of my living ex- 
penses is my income from investments? 

The “ratio curves” he formed as fol- 
lows: 


Per cent of salary used for 
living expenses. 


(A) Living Expenses 
Salary 
(B)_ Investments 
Salary 


Ratio of salary to income 
from investments. 
(C) Income from In- Ratio of living expenses 

vestments to income from 
Living Expenses investments. 


He worked these ratios out in table 
form for a period of sixteen years (for 
which he had records). The results, 
shown in tabular form, were as shown in 
the table at the end of this article: 

The “C” column, of course, is the im- 
portant one. When it reaches 100%, 
financial independence, in this case, will 
have been attained, because then the in- 
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come from investments will fully cover 
living expenses. In our friend’s case, 
financial independence is rapidly ap- 
proaching—indeed, has been nearly half 
reached by the end of the 16 years. 

The other ratios are equally interest- 
ing. How many Income Builders can 
boast of an “A” column as good as our 
friend’s—barely two-thirds of their sal- 
ary needed for living expenses? Or as 
good a “B” column, with investment in- 
come equal to nearly one-third of their 
salary? 

These ratio curves are interesting. 
They bear study. Applied to individual 
cases, they tell a pointed story. Try 
them out. 

The Ratios 
A 
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Smith Sees the Point 


(This is the concluding instalment of 


“How Smith Became an Investor,” 


which began in our 


June 24th issue.) 


AKING to heart the lessons he had 
7 learned from his experiences in the 

stock market, mulling over Brown’s 
“text-book” on finance, with all its point- 
ed conclusions, our friend William H. 
Smith bought and sold dozens of dif- 
ferent stocks after the events described 
in the preceding chapter. 

In some degree, the study and the ac- 
tive trading helped him develop that 
“trading self’—that capacity for judg- 
ing values on their own merits and with- 
out personal bias—which is the essential 
attribute of the successful dealer in se- 
curities. But only in some degree. In 
far greater degree, the man found that 
his market activities began to encroach 
upon his business affairs; than the strain 
of maintaining dangerous market “posi- 
tions” over night grew to be more and 
more a burden that his nerves could not 
endure. 

The first signs of trouble came when 
Smith began to find it difficult to con- 
centrate on his business. When he was 
not being directly interrupted by ‘phone 
calls from his brokerage office, he found 
himself being indirectly interrupted by 
market worries. In the midst of some 


detail work in his own office, he would 
find his thoughts wandering toward his 


commitments—and it required main force, 
almost, to bring them back again. His 
nights, which had brought the peaceful 
sleep of a free, untrammeled mind in the 
past, began to be restless. There were 
some nights—especially after a sudden 
change in the market—when he scarcely 
slept at all. Even his digestion, the “cop- 
per-lined stomach” he had used to boast 
about, began to go back on him—some- 
thing that will not surprise those who 
know what worry will do. 

“Quit trading,” suggested Brown, la- 
conically, when he heard of the trouble. 

“You mean—get out of the market en- 
tirely?” demanded Smith. 

“No. I mean what I say: Quit trad- 
ing. Stay in the market, but stay in as 
an investor. Let those who have the 
time, the means and the temperament do 
the trading. Stick to highest-grade stocks, 
the kind that don’t keep people like you 
awake nights.” 

This was in February of the current 
year, 

“I suppose you mean this outright buy- 
ing, long-pull stuff, Standard Oil of New 
Jersey and bank-stock thing,” sneered 
Smith. “What's the use of that? A man 
might just as well bank his savings.” 

Brown wheeled his chair about so that 
he directly faced his friend. 

“Get this idea into your head, Smith,” 
he said, “if doing the little trading you 
have done is going to keep you awake 
nights and make a nervous wreck of you, 
as it seems to be doing, the bank is the 
place for your money regardless of how 
little it may pay you. To succeed as a 
trader you've got to be mentally and tem- 
peramentally adapted to the business. 
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And you've got to have enough money 
so it won't hurt you if you lose. 
And you can’t be in the employ of some 
organization, as you are, which deserves 
all your nervous strength. You've been 
trading for only a few months; you've 
made a little money; and yet, here you 
are with your eyes twitching and your 
hands trembling for all the world like 
some drug fiend—almost a wreck from 
your experience. That proves you're not 
trader-catibre, and that being so you'll do 
yourself and Wall Street a favor tf you'll 
quit. They don’t want people to trade 
down there in order to make wrecks out 
of them. They want people to trade who 
can do it cold-bloodedly, who can afford 
to do it, who can afford to do it, and who 
will help maintain a broad, open market 
for all securities.” 

Brown paused for breath. Smith said 
nothing. Naturally. His friend had told 
him as emphatically as he did frankly 
something there was no answer to— 
something it wouldn’t hurt to have her- 
alds shout from the housetops of every 
home in the land. Not every man is 
adapted to trading in stocks—no more 
than every man would be suited to 
trading in real estate, or pig iron, or 
cattle. It’s a specialized art. If only 
those who are unsuited to it, who have 
learned as Smith did that they are un- 
suited to it, would quit the business 
flat, Wall Street, for all the blatant 
ebullitions of the sensationalists and 
the wreckers, would heave a great sigh 
of relief. 

“Now, as for your idea of what in- 
vesting offers,” resumed Brown. “You've 
got that just as wrong as the other. In- 
vesting means buying primarily for in- 
come, allied with safety of principal. The 
possibility of market profit from an in- 
vestment should, in itself, play no part 
in the true investor’s choice. That is to 
say, a man who ought to be putting his 
money in guaranteed mortgage bonds 
should not decide in favor of common 
stocks simply because he believes those 
common stocks may rise in value whereas 
he knows the mortgage bonds won't. 
What the investor is after is good, safe 
income; and if he allows a desire for 
profit to affect his judgment, he’s going 
to turn from an investor to a speculator 
before he knows it. 

“Just the same,” continued Brown, “I 
want to prove something to you about in- 
vestment stocks, as compared to spec- 
ulative stocks. I want to prove some- 
thing that may do away with your preju- 
dice against investment stocks. Here—” 
he seized a nearby newspaper and opened 
it to the financial sheet. Before looking 
at the list, he turned to Smith. “We're 
now on the brink of a bull market, 
aren’t we?” Smith nodded, as almost 
anybody would have done at that time. 
(THe Macazine or WALL Syreet of 
that week said: “ . the wreckage of 
1921 has all but been cleared away and 


such an attitude (of optimism) is fully 
warranted by the facts”) ... “All right, 
said Brown. “According to your theory, 
then, with a bull market approaching, a 
man would be a fool to put money in 
high-grade investments, and discriminate 
against the speculative issues?” Again, 
although a shade less emphatically, Smith 
nodded assent. “Well,” said Brown, 
“let’s put your theory to the test. With- 
out looking at this financial page (it 
was dated February 15, 1922) suppose 
you name five ultra-speculative stocks, of 
the sort you have been trading in.” 

Mystified, Smith did as he was told. 
He named International Mercantile Ma- 
rine common; Crucible Steel, Mexican 
Petroleum, Saxon Motors and Columbia 
Graphophone. Nobody can say he failed 
to pick wild ones! 

“All right,” said Brown. “Now name 
five of the highest-grade investments— 
the sort of stocks you think an out-and- 
out investor would buy.” 

Still wondering what his friend was 
driving at, Smith named U. S. Steel, S. O. 
of New Jersey, General Electric, Otis 
Elevator and Union Pacific. 

As each list was dictated to him, 
Brown put it down in column form on 
a slip of paper, with the then price after 
each stock. As the end he totaled up 
the lists, resulting in the following com- 
parison: 

SPECULATIVE HIGH-GRADE 
Marine com...... 15 U. 3 
Crucible } S. O. New pore 179 
Mex. Petrol Gen. Elec. 14 47% 
Col. Graph....... Otis Elev. 

Saxon Mot.... Union Pacific. 


Total... ccecces 204 Total 


“Now, I'll make a prediction,” re- 
sumed Brown. “You sneer at the idea of 
investing money in high-grade stocks at 
such a time as this. I'll predict that it 
would be the best thing you could do. If 
you were to put your surplus into those 
high-grade stocks—stocks of the sort you 
say don’t pay any better than a bank ac- 
count—I’m willing to predict that within 
six months your commitment would 
show you a greater profit than if you 
were to buy the highly speculative issues 
—the kind that make your nights sleep- 
less. Understand, I’m not advising you 
to buy for that greater profit. I’m ad- 
vising you to buy these stocks for the 
assured income they pay, their relative 
safety; and I’m simply. predicting that, 
if you do so you'll come out better in 
the end than if you were to take- twice 
as great risks in the speculative group, 
most of which is not income-bearing.” 

For the sake of the argument, let us, 
good reader, take yesterday's paper (that 
will be the paper for October 9th, at this 
writing) and see how Brown's predic- 
tion has panned out so far. Using the 
closing prices of the day, we find the fol- 
lowing comparison: 


INVESTMENT 

. S. Steel 
y  § New peseey 2457 
Gen. Electric.. 179 
Otis Elev.. 


SPECULATIVE 
Marine com. 
Crucible .... 
Mex. 

Col. Graph 
re 


. 86% 
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In other words, since Brown's predic- 
tion was made, the speculative list has 
gained 91 points, almost entirely due to 
the rise in Mexican Petroleum—a stock, 
by the way, which an outsider like Smith 
could scarcely have even hoped to guess 
right. On the other hand, the high-grade 
investment list has advanced 168 points, 
or substantially more than twice as much. 

Smith, of course, followed the course 
of the two lists carefuly from the day 
they were compiled. Weeks before this 
line was written he realized the accuracy 
of Brown’s conclusions. “You win,” he 
acknowledged. 

“You agree with me, then,” smiled 
Brown, “that a man besides getting ad- 
ditional safety doesn’t really forfeit any- 
thing in the way of profit possibilities 
when he sticks to high-grade stocks?” 
Smith nodded. 

“Then let me relieve myself of one 
more point and I'll be through: 

“You have seen that the possibilities 
in high-grade stocks in a bull market 
can be twice as great as those in specu- 
lative stocks. The market, then, has dis- 
proven your old idea that investing in old 
line securities like Standard Oil, U. S. 
Steel, and General Electric is not worth 
while. 

“However, I don’t want any one to get 
a wrong impression from your experi- 
ence. I can imagine some people, after 
hearing of it, blaming me for intimating 
that all one has to do to make money in 
the market is to buy stocks like these. 
That impression will speedily disappear 
if we point out that, when a stock proves 
that it can advance 20 points at a clip, 
as these high-grade ones have done, it 
proves at the same time that it can de- 
cline just as fast.” 

“You mean, then, that one takes just 


as great chances buying high-grade 
stocks as the other kind?” demanded 
Smith. 


“I got you to,draw up those two lists,” 
said Brown, “to prove to you that buy- 
ing investment securities, for income, 
when wisely timed, can be far more 
profitable than buying speculative 
stocks for profit. And I think I have 
proven it. To that proof, I want to add 
the caution that the purchaser of income- 
paying investments is not necessarily im- 
mune from loss. All I claim that he will 
be immune from is as great a degree of 
risk as if he were to deal in speculative 
securities. 

“You will see these high-grade stocks 
decline, some day, just as you will see 
the speculative stocks decline. There will 
come a time for liquidation, and it will 
have to run its course. But you won't 
see the bottom drop out of high-grade 
stocks, as it may do, and often has done, 
in speculative issues. Thus, there will 
always be a demand for Steel around 80 
under almost any imaginable conditions, 
if only on account of its intrinsic value. 
But nobody can say how low your specu- 
lative group may go. 

“In other words, Smith, since you are 
not of trader caliber, not adapted to 
trading in speculative issues, I recom- 
mended that you make an investor of 
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yourself. To overcome your prejudice 
against investing, I demonstrated that 
enormous profit-possibilities lie in even 
the highest-grade investment securities. 
Lest that demonstration lead you to place 
too much confidence in high-grade stocks, 
I now end up with the warning that all 
negotiable securities are liable to decline 
in price and that high-grade stocks are 
no exception.” 

With a cold-fact demonstration to back 
up Brown’s advice, Smith had no choice 
but to accept his conclusions. As it hap- 
pened, he wanted no choice. Brown had 
steered him straight, and he had confi- 
dence in him. He was ready to act, 
henceforth, on Brown’s suggestions. 

That is why Smith quit trading and 
took to investing; also why he confined 
his investing to highest-grade securities; 
and finally why he adopted a 75% margin 
as the minimum for his commitments. 

Today, with the man’s investment 
knowledge amplified by his disastrous 
experience with a stock promotion, his 


_ 





less costly but no less exciting experi- 
ence with a bucket shop, his taste of 
trading and his test of investing, he is 
an investor through an through. Very 
recently, he sold most of his holdings, 
in the belief that the current move was 
about over—a fact which is mentioned 
to show, not that Smith possesses unusual 
sagacity, but merely that he is not a 
“sleeping investor” of the sort that will 
stand forever on a commitment. He 
realizes that there is a time to sell, as an 
investor, just as there is a time to sell as 
a trader. He studies financial markets 
as much as ever. He is as constantly on 
the alert for changes in the broad trend 

The chief differences between Smith, 
the investor, and Smith, the trader, are 
the character of his commitments; the 
length of time between commitments; the 
fact that he is once more devoting his 
chief energies to his business affairs; and 
the most important fact that, once more, 
he sleeps o’ nights. 

Which brings our little story to an end. 





Points for Income Builders 


What “Car Loadings” and Other 
Much-Used Financial Terms Mean 


REQUENT ref- 
F erence is made 

to “car loadings” 
__ when discussion cen- 
4 ters on the condition 
of industry. So long 
as by far the greater 
part of the nation’s 
shipments 
to be transported by freight cars, “car 
loadings” will continue an outstanding 
index of trade activity. “Car loadings” 
merely represent the total number of 
freight cars loaded and sent on their way 
during the period covered. The figures 
on car loadings are compiled by the 
American Railway Asociation, generally 
on a weekly basis, and are- official. How 
good an index of general conditions the 
figures will be may be gleaned from our 
“Features of Current Finance” to be 
found on an earlier page of this issue. 


continues 





Round Turn 


The man who trades in cotton, wheat, 
corn or similar commodities has no idea 
of utilizing what he buys or growing 
what he sells. His purpose is to make 
a profit from buying low and selling high, 
or vice versa. In other words, he never 
buys without intending to sell later, or 
sells without intending to buy later, and 
thus complete what is called a “round 
turn.” 


Discount 


Here is a word that often confuses be- 
cause it is used in different senses. “Dis- 
count” will be applied to the difference 
between a stock’s face value and the price 
at which it is selling, if it is selling be- 
low par; in which case it is the opposite 
of premium. Thus, a 100-par stock sell- 
ing at $98 is at a discount of $2, or 


2 points; whereas the same stock selling 
at $102 would be at a premium of 2 points. 

“Discount” is also used to define the 
process of securing, say from a bank, 
the face value, minus interest, on a note 
which you hold. Thus, if the holder of 
a 90-day note for $500 finds himself in 
immediate need of the money (and if the 
security behind the note is satisfactory) 
he may obtain that sum from the bank, 
which will assume the note, discounted 
for interest due. 


Collateral Trust Bonds 


Bonds which are secured by securities 
of other companies deposited in trust. 
Such bonds will bear close examination. 
The issuing corporation’s obligations, in 
case the collateral behind such bonds 
prove insecure, may be limited; or the 
companies represented in the collateral 
trust may not be well fortified. 


Discretionary Account 


The so-called “broker’ who wheedles 
you into handing him over your surplus 
cash, he to “invest” that sum “together 
with similar sums from other clients” as 
he thinks best, becomes the operator of 
what is known as a “discretionary ac- 
count.” The claim frequently is that 
such a “broker,” with an office close to 
the market and the ability, therefore, to 
keep in close touch with the market news, 
will be able to make large profits for you 
if you authorize him to act in your stead, 
whereas you yourself, located far from 
the trading center, can never hope to get 
results. The fact is that no legitimate 
broker will accept such accounts, and that 
any investor who lets himself be in- 
veigled into such a plan by the only other 
kind of broker there is, is—well, doing a 
very foolish thing 
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Leaving Your Future Income 


Part II 
By ROBERT SAUNDERS DOWST 


(This is the seconu of two timely ar- 
ticles by Mr. Doxsi huving a direct ap- 
peal to all Income Builaers.) 


N a previous article I stressed the 

desirability, even the necessity, of 

making one’s will, and briefly re- 
viewed some of the main legal points in- 
volved in order to emphasize the equal 
necessity of employing some competent 
attorney to draw it and supervise its exe- 
cution. In this article I take up the more 
desirable outlines to follow in will- 
making, and can be more precise because 
the matters touched upon have a finan- 
cial as well as a legal bearing. The class 
of readers I am addressing is precisely 
the class to whom the “Building Your 
Future Income” department is directed— 
readers neither very rich nor very poor, 
but rather who are acquiring a compe- 
tence by thrift and saving plus judicious 
investment. 


Providing for Your Wife 


In the normal case such a one is mar- 
ried and has children, and his chief pur- 
pose will be to provide by his will for 
his wife and his sons and daughters. In 
a majority of cases such provision will 
be worse than no provision at all if it 
consists in an outright bequest of money 
or securities. After a limited estate so 
left has been dissipated through the folly, 
generosity or ignorance of those who in- 
herited it, the heirs will be in worse case 
than they would have been had they been 
left at the start face to face with the 
necessity of earning their own support. 

The first thing for the possessor of a 
limited estate to provide for by will is 
the suitable support of his wife after 
his death. And here two dif- 
ficulties confront him—one of 
which may prove real in the 
event, the other of which may 
easily be circumvented. 

The first of these difficul- 
ties is that if the testator lives 
in a common-law state, a state 
deriving its law from the com- 
mon law of England, he is 
faced by the fact that his wife 
has certain rights in his prop- 
erty which he cannot trans- 
gress by will. These rights 
are some statutory enactment 
or extension of the common 
law right of dower in a hus- 
band’s realty. Therefore, if 
a husband endeavors to trustee 
his whole estate for the bene- 
f_ of his wife for her life he 
is confronted by the possibility 
that she may be ill-advised 
and elect to take her statutory 
share in an outright ownership 
instead of taking a life-in- 
terest in the whole under the 
will. And if the testator lives 
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in a state which has derived from a 
French or Spanish origin the civil-law 
institution of community property, he is 
faced by the fact that in law property 
acquired by him during marriege is just 
as much his wife’s as it is kis, so that he 
cannot iimit her beneficial enjoyment 
thereof by will. 

The second difficulty confronting the 
possessor of a limited estate who seeks 
by means of a testamentary trust to 
protect his wife after she is gone is the 
cold mathematical and financial fact that 
a limited estate, invested as a trustee 
must invest it, will not yield a very lib- 
eral income. Five per cent is about the 
maximum, and five per cent on even as 
much as $50,000 is only $2,500 a year, 
certainly not a very liberal income for a 
mature woman accustomed to some de- 
gree of luxury, with minor children to 
support, and a home to maintain. How- 
ever, this difficulty is more apparent than 
real, as I suggested above, for the will, 
in addition to creating a trust estate with 
income payable to the wife for life, can 
also provide, if the estate is small enough 
to necessitate it, that the trustee be em- 
powered to use for or pay over to the 
wife such amounts of the principal as 
may become necessary for her substan- 
tial comfort and happiness. If the trus- 
tee be a trust company—a point to be 
taken up later—such a provision will 
call into play the discretion of its trust 
officers, more often under the direction 
of the court, and while there will be no 
dissipation of principal for frivolous or 
useless ends, there will likewise be no 
conservation of principal at the expense 
of the chief beneficiary’s substantial 
happiness and comfort. 


LEARNING THE BUSINESS 


A few of the several thousand young men who re- 
ceive trade instruction at the plants of the Westing- 
house Electric & Mfg. Co. The students are known 
as “apprentices,” and divide their time between high 


school and factory. 


Having indicated that the proper way 
for the possessor of a limited estate to 
provide for his wife is to create by will 
in her favor a beneficial interest in his 
entire property for life, with right to re- 
sort to principal in the discretion of the 
trustee. We may now take up the way 
to provide for children. And here, of 
course, there is some distinction to be 
drawn between sons and daughters, not 
necessarily by creating any disproportion 
between their respective shares, but by 
recognizing that a normal daughter is 
without financial knowledge, apt to 
marry, and hence requiring some pro- 
tection as regards her property, both 
from herself, and also from a possible 
bad husband. A son, on the other hand, 
normally has or will have business ex- 
perience, and marriage for a man does 
not entail the practical financial conse- 
quences that it does for a woman. 

The wife of our imaginary will-maker 
being given a life interest in the trust 
estate, a son or the sons should be given 
the reversion thereof in ratable propor- 
tions with the other children, and this 
should be outright and in fee, free of 
trust, unless the father is aware that 
some son is a spendthrift, when the trust 
can be continued in his share for his 
life, with reversion free of trust to his 
children or to his brothers and sisters. 
And, as with a spendthrift son, a daugh- 
ters share can be continued in trust, 
with reversion free of trust to her chil- 
dren or to her brothers and sisters. 


Just to All 

Under such a will as this, with a life 
interest in the whole to the wife, and 
equal shares in outright gift to the 
children except such as on account of 
sex or charter are probably incapable 
of managing property themselves, the 
two great ends of will-making, pro- 
tection OF beneficiaries and justice 
BETWEEN beneficiaries, are com- 
pletely achieved. The support of the 
wife is put beyond mischance so far 
as human foresight will per- 
mit, and whatever of the es- 
tate remains unexhausted by 
her support goes to the chil- 
dren in equal shares under 
proper safeguards in indivi- 

dual cases. 


The Trustee 


I suggested above the de- 
sirability of appointing a trust 
company to act as trustee un- 
der such a will. The point 
cannot be too strongly em- 
phasized. An estate in the 
hands of an individual as 
trustee is subject to a thou- 
sand and one chances of total 
or partial loss, quite apart 
from the chance of dishon- 
esty. An individual trustee 
may die, leaving his own and 
the trust estate’s affairs in the 
utmost confusion, or he may 
be guilty, in the utmost good 
faith, of serious errors of 
judgment in the making of in- 
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vestments. In its present highly per- 
fected state our financial system of- 
fers the trust services of innumerable 
trust companies, with trust officers of 
long and extended experience in the 
management of estates; to ignore the 
existence of such facilities of modern 
finance is a silly, almost a criminal 
mistake on the part of a testator. The 
impartial and impersonal attitude of a 
trust company in determining questions 
of advancement of principal to a wife 
under a will such as is outlined above is 
also highly desirable. 

A trustee, of course, is strictly limited 
by law in making investments of trust 
funds to certain classes of securities of 
proven worth and stability. Being liable 
for loss of principal through exceeding 
permissible limits in investment, a trust 
company acting as trustee never in prac- 
tice fails to put the funds of the trust 
estate into approved securities; more- 
over, if an illegal investment were made, 
the beneficiaries would have recourse 
against a financially responsible com- 
pany, and not against a perhaps insolvent 
trustee. It may be repeated; name a 
trust company as your trustee. 


The Trustee’s Powers 
In any will creating a trust it is well 
to be precise regarding the powers 


granted the trustee. A gift in trust Is 
practically a gift in absolute ownership 
to the trustee so far as concerns his or 
its right to manage the property, but, to 
avoid the expense of necessary resort to 
court for authorization or instruction, it 
is well specifically to give a trustee very 
broad powers of sale and reinvestment. 
And it may not be out of place to men- 
tion that a trustee has as such no powers 
to carry on a business, and a testator who 
has a business yielding profits out of 
proportion with its liquidating value will 
do well to authorize his trustee to carry 
it on temporarily until something like 
its real earning value may be realized on 
sale. Furthermore, a trustee left specu- 
lative securities in trust may hold them 
in trust, unless, fearful of loss, he re- 
sorts to the court for instructions to 
sell, but a trustee left an estate in solido 
on getting it together will have to re- 
invest in permissible trust securities, and 
this step may cause a considerable dimi- 
nution of income. In other words, if you 
hold some pet high-yield bonds that are 
not permissible trustee’s investments, 
you will have to authorize your trustee 
specifically to hold them if you wish him 
or it to do so. But you would better 
profit by universal experience, and let 
him be guided by legal rules in such re- 
spects. 





The Investor 


His Place in the Community—Can He Find “Ab- 
solute Safety?”—A Summary of His Opportunities 


F the previous chapters of this book 

have fulfilled their purpose, a good 

general idea of the meaning and 
workings of the economic system has been 
given to readers. They also understand 
the place of the corporation in this sys- 
tem, how it is formed and how its prog- 
ress is determined. They know what a 
balance sheet is and what an income ac- 
count is, and they have seen typical ex- 
amples of both worked up to apply to a 
typical industrial corporation. 

It may, therefore, be said that a good 
groundwork has been laid for our main 
theme, which is the place of the investor 
and trader in this economic system, the 
opportunities these two classes have, how 
they profit from these opportunities and 
what they have to avoid. 


The Investor’s Place 


The investor is an essential cog in the 
modern scheme of things. That state- 
ment is made, not with the purpose of be- 
ing impressive nor of catering to special 
interests, but merely as a statement of 
fact. In the effort to explain this state- 
ment as crisply and as directly as pos- 
sible, the writer said in a previous issue 
of The Magazine: 

I believe that these six classes are necessary to 


business society: 
The laborer, who performs the hard, physical 


wor 
Pn clerk, who keeps the records. 
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The director, who reviews and passes on the 
policies and accomplishments of the executive. 

The stockholder (or investor) who supplies the 
necessary capital. 

I see, in each of these classes, a cog in a vast, 
human driving wheel. Let any one withdraw and 
business could function only in part. Let any one 
exaggerate his importance, and business will re- 
volve raggedly and inefficiently. Let the classes 
rise up against one another, and the revolutions 
of the driving-wheel will cease altogether. 

I know that the laborer of today can, if he will, 
become the clerk of tomorrow; the clerk become 
the manager; the manager the executive. And 
in this climbing, rung by rung, I find the chal- 
lenge to manhood, the test of courage and self- 
training, the joy of being alive. 

No one of these classes may usurp the duties 
or the privileges of any other, with one exception. 
Before the manager can join any class higher 
than his own, with one exception, he must prove 
himself more than a manager. Before the laborer 
can graduate to any higher rank, he must outgrow 
aS rank, with one exception. 

i¢ exception is the stockholder. He, on the 
contrary, may laborer, clerk, manager, execu- 
tive or director. He may be rich or poor, educat- 
ed or illiterate. Stockholding is a privilege within 
the reach of all classes, and exclusive to none. 

And to be a stockholder is to be a better laborer, 
or a better clerk, or a better executive. It is to 
be a builder. It is to have a vital interest in 
better building. 


What the True Investor Is After 


Before going any further, it would be 
well to define the term “investor.” There 
is a widespread misconception of the term 
which needs to be corrected in the begin- 
ning if we are to avoid confusion later on. 

Thus, Webster’s dictionary describes 
an investor as one who invests with a 
view toward “income or profit.” With 
apologies, we disagree. In our opinion, 
the true investor has come to be a per- 
son with only one purpose in mind, and 
that purpose is te put his surplus funds 





to work where they will yield him 
the highest return commensurate with 
safety. In other words, the true in- 
vestor invests for income, and income 
only. Profit, to him, is a consideration 
only to the degree that profit (growth of 
principal) will frequently result from a 
particularly well-chosen investment. 

It is the man who purchases a security 
in the belief that it is selling for less than 
it will be worth later on who buys for 
profit. Such a purchaser may buy any 
security from this point of view—a highly 
volatile oil stock, for example, represent- 
ing a company only recently formed and 
whose future only fate—and oil secre- 
tions—can determine, or stock in an in- 
dustrial corporation which is reaping 
enormous profits from an abnormal ac- 
tivity in its line. But such a man is not 
investing, in the true sense of the word. 
He is trading. 

The writer of this book believes that, 
if every individual with surplus funds at 
command which he wished to invest, were 
to bear this definition of the word in 
mind, somewhere near ninety per cent of 
the mistakes which are now being made 
would no longer be made. 

By setting out in search of income 
and safety and by steadfastly refusing 
to even discuss profit possibilities — 
which invariably spell unusual risks— 
those who now hold certain automo- 
bile securities, mining stocks and even 
industrial stocks, to their great sorrow, 
would scarcely ever repeat their unfor- 
tunate mistake. In place of securities 
of this sort, they would confine their buy- 
ing at the proper time to Government 
bonds, highest-grade railroad stocks, and 
bonds and similar types. 

How their results would compare with 
the results they have achieved in the past 
the records will show. 


The Investor’s Field 


Establishing the investor as an indi- 
vidual who buys for good-safe-income, 
we find that his field is limited to me- 
diums, or instruments, having an assured 
earning-power. Thus, he would not buy 
a strip of non-productive farm-land which 
he could not eithei work himself or have 
worked for him. Such farm-land might, 
in his opinion, be excessively under- 
valued in the market and might have 
great profit-possibilities, but our investor, 
as has been said, does not buy for profit. 
Unless he can devise some means of mak- 
ing that land yield, or pay, him an income, 
he will be going out of his province if 
he buys it. By the same token, our in- 
vestor could not buy a non-dividend pay- 
ing stock, radical as that may seem. It 
may be protested that non-dividend pay- 
ing stocks can become dividend-paying 
overnight; but such a development is not 
assured, and, as we have said, only an 
assured earning-power can justifiably be 
bought by the true investor. 

The newcomers to the world of finance, 
especially those who have had their first 
lessons at the hands of unscrupulous or 
uninformed teachers, may conclude from 
the foregoing that we would limit the in- 
vestor to a Very narrow, dull and uninter- 
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esting field. As a matter of fact, the con- 
trary is true: 

The field of the true investor, which has 
steadily widened in recent years, has now 
reached a point where it offers mediums 
suitable to every purse and condition in 
life. Investments today can be had which 
are suitable to widows and orphans, oth- 
ers which are suitable to young men just 
starting out, others for the mature busi- 
ness man and still others for those who 
have done their bit and wish to retire. 
Today, no individual, man, woman or 
child, laborer or capitalist, clerk or execu- 
tive, can justifiably complain that the 
world of finance offers no opportunities 
suited to his investment capacities. 


A Summary of the Mediums 


Here is a condensed summary of the 
ways by which an income may be secured 
—in other words, a summary of the ex- 
isting means for investing money: 


(1) By depositing cash, for which a written ac- 
knowledgement or specific collateral is ac- 
cepted as security, with an institution or an 
individual, under an agreement indicating an 
income return. 

By purchasing non-transferable securities, or 
policies, or entering into special contracts, 
under an agreement indicating an income re- 
turn. 

By purchasing negotiable securities indicating 
an income return. 


(2) 


(3) 


Under No. (1), above, may be listed 
savings deposits in interest-paying banks 
and personal loans. 

Under No. (2) there are mortgage 
bonds, insurance policies and building and 
loan association savings accounts. 

No. (3) includes all forms and types 
of negotiable securities indicating an in- 
come return. 

This summary covers many thousands 
of different individual mediums or instru- 
ments. 


_ 


ln the wording of the summary shown 
above, it will be noted that the expres- 
sion “indicating an income return” is 
used to modify each subdivision. The ex- 
pression was used for a reason. That 
reason is that so long as human nature 
is what it is—the slave of sudden pas- 
sions, constantly demanding change, will- 
ing to upset, at a stroke, all preconceived 
notions in any walk; so long as the hu- 
man race is dependent upon the elements 
of the sun, and rain and wind, for its 
food, unable to control natural disturb- 
ances, such as earthquakes, hurricanes 
and floods; so long as political ambitions 
control government, as public likes and 
dislikes change, as civilization progresses 
and in the process forces the develop- 
ment of new machinery while it scraps 
the old; so long as these things are true, 
there can be no such thing as absolute 
safety in any investment, and no invest- 
ment can do more than indicate an in- 
come return. 


“One Single Fact” 


If this book succeed in convincing its 
readers of the one single fact above, its 
production will have been worth while. 
Despite all the experiences of the past— 
with the New Havens of railroading, the 
Claflins of merchandising, the United 
Coppers of mining—“absolute safety” is 
still being sought after by some investors 
in the conviction that absolute safety ex- 
ists. It does not exist, it never has ex- 
isted and it never will exist. Relative 
safety is all the investment world offers, 
and all you can hope to obtain. 


(Succeeding chapters will discuss the 
element of timeliness in investing, cover- 
ing some of the more important phases 
of economic cycles.) 
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Solving Individual Insurance Problems 


Disability and Other Insurance Benefits Explained 
By FLORENCE PROVOST CLARENDON 


I am writing you to ask for an entirely 
disinterested opinion on the disability annuity 
provision in life insurance. I want to take 
out an additional $5,000 policy this month. 
This clause in life insurance policies was first 
brought to my attention through your columns 
early this year, and as it is not in any of my 
present policies I thought I would have it in 
Suture ones as it seemed to cover a certain 
risk cheaper than any other form, 

Among other companies I looked into 
+ «+ « « « @8 one of the lowest net cost com- 
panies and find that they do not provide this 
clause, I have just finished reading a pam- 
phlet their agent had, entitled, “Why the... 
will not issue the disability annuity and the 
double indemnity provision,” which you may 
have seen. The substance of it is that it is 
a very specuintiye and dangerous business 
that is not sufficiently covered by the addi- 
tional premiums charged. That a number of 
companies issuing it are already running into 
quite a loss from this part of their business 
which they predict will become greater as 
these policies age and therefore must decrease 
the dividends paid to policyholders. 

That would of course increase the net cost 
of your insurance, and would have to be 
charged against the disability contract which 
in turn would make it much more expensive 
insurance than it looks on the face of it to- 
day. Of course, there is the possibility that 
even those companies which show a loss now 
on this comparatively new business will find 
that as soon as the business grows it will work 
out all right. Which is what you would ez- 
pect, provided they bused the risk and neces- 
sary premium for coverage on sound statistics 
and judgment. 
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I can readily see that there can never be 
very much money in this business for any 
company and that competition has forced a 
great many of them into it. But what I am 
interested in is whether it is a desirable 
feature, in my policy, from my point of view 
as a policyhoider, or is it better to stick to 
such companies as have definitely committed 
themselves to stay out of this line?—J. A. 
G. R., Flat River, Mo. 


I have read your inquiry with a great 


deal of interest. I have not seen the par- 
ticular pamphlet to which you refer, but 
have kept in close touch with both the 
objections and the advantages of the Dis- 
ability and the Double Indemnity Bene- 
fits. Please remember that there are two 
separate and distinct features, the Dis- 
ability Benefit being altogether different 
in character from the Double Indemnity 
Benefit, as the latter is purely accident 
insurance. 

The objections usually put forward to 
the Disability Benefit are of two particu- 
lar classes: First, that which you name, 
that the Benefit has not- been sufficiently 
tested and tried to determine its exact 
cost, and is therefore hazardous, with un- 
certainty as to whether the premium 


rates are properly computed. This ob- 
jection had some weight from five to ten 
years ago, but in the last ten years there 
has been accumulated such a vast expe- 
rience on this subject that the criticism 
is no longer valid. 

The second class of objection relates 
to the Disability itself being permanent 
and the difficulty of defining such per- 
manent disability. For example, a young 
man falls a victim to tuberculosis and 
finds it desirable to remove to a sani- 
tarium. He is certainly totally disabled, 
but all the doctors tell him that he has 
an excellent chance of recovery and he 
therefore cannot honestly claim that he 
is permanently disabled, or disabled for 
life. This is a real difficulty. But it has 
been overcome in the case of most com- 
panies through a very liberal interpreta- 
tion of the meaning of permanent total 
disability. Very few of such claims for 
tuberculosis have been rejected, even in 
some cases where the insured himself re- 
fused to state that he believed himself 
permanently disabled. 

This difficulty has been further solved 
because quite a number of companies 
now issue policies containing the Dis- 
ability Benefit with a proviso that total 
disability for three months continuous- 
ly, although not obviously permanent, 
will thereafter be presumed to be perma- 
nent until the insured can resume a gain- 
ful occupation. 

You refer to companies showing a loss 
now under this Disability Benefit, but the 
experience has been exactly contrary. 
The companies that have entered into 
this contract intelligently nearly all show 
a profit now. There is, of course, a pos- 
sibility that the profit already made may 
be absorbed later, but as this section of 
the business represents a very small pro- 
portion of the total, no question can be 
raised as to the soundness of the com- 
panies issuing the benefit, nor as to the 
safety of their guarantees even if the fu- 
ture should show less favorable results 
than have been produced in the last ten 
years. 

From your view-point as a_policy- 
holder, we think it is certainly desirable 
that you include the Disability Benefit in 
some of your insurance policies. It does, 
as you yourself state, “cover a certain 
risk cheaper than in any other form.” 
You cannot secure this coverage in event 
of permanent illness from a casualty or 
health insurance company at anything 
like the same cost as that for which the 
Disability Benefit is included in a life- 
insurance policy. 


INSURANCE AS COLLATERAL 


Please give me the facts in regard to the 
use of an insurance policy as collateral se- 
curity for a loan on a bank. 

I understand the stability of the business 
the loan is made for, the person’s knowledge 
of that business and his character, are the 
basis of credit through an assignment of a life 
insurance policy as collateral. I am now with 
the ————— Life Insurance Co., Hartford, 
Conn. I wish to say at this time that THE 
MAGAZINE OF WALL STREET has been a big 
ty’ to me in my new work.—P. H., Buffalo, 

o a 


Your understanding of the use of a 
life insurance policy as security for a 
(Continued on page 1052) 
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Our Own Answers to Inquiries 


PIGGLY-WIGGLY 
Better Than the Shimmy 


Dear Editor: May I ask you a question? I 
am a Southern girl visiting in New York and 
I have about $3,000 to invest. What can you 
tell me about Piggly-Wiggly common f?—Lila. 


Dear Lil: We can tell you very little 
about it. We don’t get about much to 
the dances but we understand Piggly- 
Wiggly is a variation of the shimmy. 
Whether it is common or not is for you 
to judge after you have tried it. With 
regard to the $3,000 have you tried lunch 
at the Ritz? 


CERRO DE PASCO 
He Writes Well 


Financial Editor: I am a young cashier in an 
old bank. My salary is $33 a week. I have 
been working here siz months and have man- 
aged to save $40,000. A friend of mine was 
recently given inside information by a Chinese 
laundryman that Cerro de Pasco was due for 
a big rise. Just what is Cerro de Pasco? 
Please give me all the facts.—Larceny Lew. 


‘Dear Larceny: We supposed everybody 
was familiar with Cerro de Pasco. He 
is the author of the Four Horsemen of 
the Apoplexy. In our opinion he has 
had his big rise. Give him your $40,000, 
however, if you wish. You can get plen- 
ty more where that came from. 


NEW YORK, NEW HAVEN & 
HARTFORD 


For $10,000 Worth 


Editor: The other day I was standing on a 
street corner when an old man came along 
plainly under the influence of liquor. He came 
up to me, mumbled that he was in a bad way, 
and asked me if I would help him to his hotel. 
He told me he had $10,000 in cash on his per- 
son and was afraid somebody would get it. 
Moved by pity I helped him to his hotel and 
saw that he was put safely to bed. As J left, 
feeling a deep sense of satisfaction through 
having been a source of help to an old man, 
I fect how forturate it was that 
he did not fall into unscrupulous 


By H. I. PHILLIPS 


Atchison common and do you think U. 8. 
Steel should be sold short at this timef—J. J. 

Dear J. J.: You are evidently not fol- 
lowing the directions on the bottle. It 
should be taken morning and night be- 
fore meals. 


AMERICAN ICE 
Ought to Have a Great Winter 


Sir: I have $356.14 to invest but can not 
make up my mind just what stock to put it 
in. Some friends of my wife’s aunt have sug- 
gested American Ice. What do you think of 
it?—Stella K. 

Dear Stella: It is sure to be a great 
winter for American ice, the best, in fact, 
in many years. Shoot the works. 


ADAMS EXPRESS 
Good for the Long Haul 


Dear Editor: I am a widow. My husband 
died three months ago leaving me with four 
town cars, a Great Dane dog, a cellar full of 
empty bottles and $543 in cash. I wish to 
invest the money and have been told to buy 
Adams Express at 76. What do you know 
about this company?—Mrs. M. M. 


Dear M. M.: We have watched Adams 
Express for years. The wagons all seem 
in splendid condition. For a long haul 
we know of no better stock. (P.S. Could 
you let me have about $100 until Tues- 
day.) 


ALASKA GOLD 
As Good as Any Other Kind 


Financial Editor: Can you tell me some- 
thing about Alaska Gold?—Eskie Moe. 

Dear Moe: We prefer Alaska gold to 
all others, although we believe in taking, 
as a general thing, our gold as we get 
it without asking too many questions 
about its origin. Alaska gold, of course, 
comes from Alaska. We have heard noth- 
ing against the place. 


GUANTANAMO SUGAR 
Too Hard to Spell 


Financial Editor: Can you tell me some- 
thing about Guantanamo Sugar?—Laura, 
We can't 


Dear Laura: Nope. 


spell it. 


even 


ANN ARBOR 
She Always Was Popular 


Financial Editor: What do you think of 


Ann Arbor?—B. B. 


Dear B. B.: We never knew Ann very 
well but she seemed a nice girl and was 
well liked in the neighborhood. What's 
she done? 


FOR AN INVESTMENT OF 
$450,000 

From an Indigent Dry Officer 
Dear Editor: I was appointed a prohibition 
enforcement officer week before last. As I 
already have over $450,000 I am anzious to 
invest it but do not know a brokerage house 
that I can be certain will not bust within 24 


hours after I have given it my money. Do 
you?—Otis Dudd., 


Otis: No 


NATIONAL BISCUIT 
What’s the Question? 


Dear Editor: 


Will you tell me something 
about National Biscuit ?—Ella. 


Dear Ella: Sure. What do you want 


to know? 


THREE STOCKS 
Exhaustingly Analyzed 
Financial Editor: Kindly give me a com- 
plete statement about Press Steel Car, Royal 


Dutch and Atlantic Fruit.—J. B 


Dear J. B. K.: Taking the 





hands. However, I am getting 





away from the point of my letter. 
What I want to know is whether 
I should put the $10,000 in New 
York, New Haven and Hartford. 
—Slim Dick. 


Dear Slim: Put $5,000 in 
New York and $2,500 each in 
New Haven and Hartford. 
Hide in Springfield until the 
police drop the case. 


AN INVESTOR'S DI- 
LEMMA 


To Buy or Not to Buy 


Editor: I am seeking advice on 
market conditions. Do you think 
the market is due for a further 
rise or that the European situa- 
tion will bring about a sharp 
break? Are the underlying basic 
conditions good? Do you consider 
the bond market good and will 
you tell me whether Republic of 
Uruguay 88, and Republic of Bo- 
livia 88 are to be preferred to 
City of Prague Te? Also would 








Street brokerage house. 


Dear Art: 


CLUETT-PEABODY 
Both Good Fellows 


Financial Dept.: I am a little boy, nine years old. 
A year ago I was given a job as messenger by a Wall 
I now have $500,000 in se- 
curities which I intend to sell, reinvesting the money 
in stocks of my own selection. 
Cola and General Asphalt have been boomed by 
friends. Each sells around 62. 
mind which to select. 


ARTHUR. 


Cluett-Peabody, Coca- 


I can’t make up my 


We incline toward Cluett-Peabody. 
will mean that you have $500,000 invested in shirts. 
This gives an investor a feeling of satisfaction, a feel- 
ing he has his money in something he can wear. With 
Coca-Cola, however, it is different. 
worn if fitted while hot, and the Ku-Kux-Klan has 
had much success fitting it this way. 
advise Cluett-Peabody. 


Asphalt can be 
We therefore 


stocks in the order you men- 
tioned them we would say that 
Julius Kayser & Co. is in the 
silk-glove business. The com- 
pany has been capitalized and 
its preferred stock probably is 
good. The common we con- 
sider a speculation. 

B. F. Goodrich Co. has paid 

its regular rate on its pre- 
ferred since organization. Pay- 
ments on the common have 
been irregular. The company 
is doing a good business. 
It There is speculation in 
greater or less degree in the 
Czecho-Slovak bonds you men- 
tion. 

Does this answer you fully? 
If not, please feel free to call 
on us again. We generally do 
better on the second try, any- 











you advise Atchison preferred to 


way. 
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The Best Unlisted “Utility” Bonds 


Examination of the List Shows Generally Higher 
Yields Than Listed Securities—Many Excellent 
Investment Issues Traded in “Over the Counter” 


T a time when it is becoming more 

and more difficult to secure bonds 

of public utility corporations which 
can be classed as first rate investment 
propositions at a yield of little better 
than 5%, the investor who has funds to 
place and is seeking long term issues can 
do well to look into the unlisted bond 
market. THE MaGAzINE OF WALL 
Street has been steadily advocating, 
through its Unlisted Public Utility Bond 
Index and Column, many opportunities 
in this line. A glance at the accompany- 
ing table will show advances up to close 
to thirty points in some issues since the 
first of the year. 

Unlisted bonds frequently offer bet- 
ter opportunities than those which are 
listed and naturally more popular. The 
discriminating investor, however, can find 
among the unlisted utility bond list many 
good straight investment issues which 
will show a yield up to 6% and also fur- 
nish security of an excellent character. 

While listed bonds will furnish a better 
market for purchase or sale, there has 
been built up a vast system for trading 
in unlisted bonds. There are hundreds 
of the better class of brokers through- 
out the country which make a practice of 
trading in them. Weekly, and even daily 
quotations are furnished by many of the 
larger concerns. The investor, owing to 
the vastness of the present market can 
therefore feel assured that a ready mar- 
ket is available at all times for purchase 
or sale. 

The accompanying table gives “of- 
fered price” of the various issues, mean- 
ing at which price the securities are of- 
fered for sale. There is frequently a 
discrepancy of five points in some inac- 
tive issues between “bid” and “asked” 
prices, so that the prospective investor 
should not give his order at the market 
but rather place a figure at which he is 
willing to purchase. 

In connection with some of the high- 
priced issues which show a yield of bet- 
ter than 6% and even 7%, there is 
usually a call privilege attached to the 
bonds. An investor seeking a long term 
issue should not invest in a bond which, 
for instance, was callable a few points 
above par. During the war period and 
after, utilities had to make the rate of 
interest attractive and 7% and 8% se- 
curities were issued, A call privilege was 
usually attached and the general trend 
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has been to retire these issues and re- 
place them with securities which pay a 
lower rate of interest. 


Power Company Bonds 


Of the different classes of public utility 
corporations, the power company securi- 
ties are the most popular and furnish 
greatest stability of earnings with the 
possible exception of those of telephone 
companies. The hydro-electric compan- 
ies are naturally preferred over those of 
organizations which furnish power gen- 
erated by means of expensive fuel, coal 
or oil. The hydro-electric company has 
practically no expense other than a small 
labor item needed to operate plants and 
the cost of distributing the electric en- 
ergy. 

The large hydro-electric plants for the 
most part are located in western states 
where population is not so congested as 
in the east. The demand and potential- 
ities for increased consumption is a large 
factor in determining what bonds should 
be purchased. Is a company in a ter- 
ritory which is likely to expand? This 
question is just as important as the cost 
of producing its product. 

An example of the advantages to be 
found in congested territory is found in 
our large cities. Take New York, where 
the Brooklyn Edison and New York Edi- 
son companies are constantly hard put to 
meet the ever expanding demand. The 
case of Detroit Edison is another ex- 
ample. Anyone at all familiar with pub- 
lic utilities can immediately point to the 
flourishing and prosperous condition of 
these companies. 

Securities of gas companies perhaps 
come next in popularity. 

Demand for gas is well stabilized but 
does not show the rapid expansion which 
consumption of electricity does. Gas as 
an illuminant is going into the discard but 
new uses for it for heating purposes are 
constantly being found. On the whole, 
demand for gas seems limited and not 
likely to expand much further. However, 
operating costs for gas companies have 
recently shown some drastic declines and 
many of the old-time gas companies are 
fast regaining favor with investors. 


Traction Companies 


To the investor who is looking for an 
investment with speculative flavor, the 


list of traction company bonds will prob- 
ably find the most popularity. Traction 
companies, whose chief item is operat- 
ing cost, have been the slowest to show 
ability to stage a “come-back” in earn- 
ings. For this reason their securities 
have not had the same relative advance 
as those of other utility companies. 

It is in the list of traction company 
bonds that the highest yields can still be 
found. To the investor who has pa- 
tience, there is no reason to suppose that 
these securities in course of time will not 
follow the example of other utility issues. 
It is true they have shown spectacular 
advances since the first of the year in 
many instances but there are still many 
good investment opportunities though 
they may not be characterized as invest- 
ments of the first class. Traction securi- 
ties only a few years ago enjoyed a high 
rating. While the general situation affect- 
ing them still leaves much to be desired, 
there is no reason why they should not 
again come into high favor. 


Some Spectacular Advances 


The following table of investment sug- 
gestions shows some spectacular ad- 
vances since the first of the year. Ad- 
vances among the securities of power 
companies on an average show an ad- 
vance around five points though some up 
to ten points are shown. Appallachian 
Power Co. First 5s of 1941, for instance, 
show an advance of 10% points but sell- 
ing at 92, still show a yield of 5.60%. 
Kansas City Power & Light first 5s 1944 
show a corresponding advance. Con- 
sumers Power Co. 5s of 1936, Electrical 
Development of Ontario 5s of 1933, Great 
Northern Power Co. 5s, Mississippi River 
Power 5s, Laurentide Power Co. 5s and 
Puget Sound Power Co. 5s all show ad- 
vances of 8 points. 

Among the gas companies, the India- 
napolis Gas Co. 5s show an advance of 
19 points since the first of the year. 
Rochester Gas & Electric 7s of 1946 and 
Buffalo General Electric 5s of 1937 have 
advanced 11 points while Oklahoma Gas 
& Electric 5s of 1929 are up 12 points. 

Telephone bonds have also shown some 
good advances particularly those of Bell 
Telephone Co. of Canada first 7s of 1925. 

Traction company bonds have shown 
the greatest advances. Nashville Rail- 
way & Light Co. 5s now selling at 94 
are up 29 points from earlier prices. 
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Kentucky Traction & Terminal 5s and 
Northern Ohio Traction & Light 6s are 
up 17 and 18 points respectively. Topeka 
Railway & Light 5s are up 20 points. 

While the cream is off the advance 
of the majority of issues, there are still 
“some which appear attractive as offering 
yields up to 7% as first-rate investment 
propositions with long-term features. 
Among the power companies’ bonds for 
the investor who is seeking an Al invest- 
ment for a long term we suggest the fol- 
lowing two securities : 

Niagara Falls Power Co. first and con- 
solidated 6s of 1950 offer an excellent 
investment proposition though the yield 
is restricted. The life of the bond has 
28 years to run and selling at 104 the 
yield is 5.80% if held to maturity. 

Adirondack Power & Light first and 
refunding 6s of 1950 are now selling 
around 102 at which price a yield of 
5.85% is shown. These bonds have al- 
ways enjoyed a high investment rating 
and they are up only four points from 
quotations early this year. This issue is 
a first lien on its properties. Company 
operates in the Mohawk valley district 
of New York serving the cities of Schen- 
ectady and Saratoga Springs and many 
other communities in a territory which 
is expanding. Even in the poor 1920 year, 
company earned interest charges on 
funded debt more than twice and earn- 
ings this year are showing rapid expan- 
sion. Company is largely hydro-electric 
and is exceptionally well managed. 

Great Northern Power Co. first 5s of 
1935, selling at 95, show a yield of 5.98% 
if held to maturity while Southern Sierra 
Power Co. 6s of 1936, selling at par, 
yield 6%. 

Duquesne Light Co. 714% convertible 
gold debentures, now selling around 
107%, offer a yield of close to 7% on 
the investment. Duquesne Light is a 
high-grade power generating company 
which operates in the thickly populated 
Pittsburgh district and is part of the 
Philadelphia Co. chain of utility com- 
panies, the later owning a majority of 
the common stock. They are callable at 
about current selling price which ac- 
counts to a large extent for the high 
yield but should nevertheless be attrac- 
tive. The issue is convertible into pre- 
ferred B stock after July, 1923, but as 
no B stock has yet been issued, the value 
of this right cannot be ascertained. 

For a short-term investment in a hold- 
ing company, the Standard Gas & Elec- 
tric Co. 6s of 1926, now selling at a price 
to yield over 6%, should be attractive. 
The 7%s show a higher yield but here 
the callable feature of the issue enters. 

Among the traction securities, United 
Light & Railways refunding 5% bonds of 
1932, which at current price of 89 show 
a yield of 6.50%, might be considered. 
Memphis Street Railway Co. 5s of 1945 
at 79 with a yield of 6.50% to maturity 
should do better as earnings have been 
showing up better. Knoxville Railway & 
Light 5s of 1946, selling at 86, offer a 
yield of 6.15%. They appear to have 
possibilities for enhancement in value. 
As a traction company, it enjoys a good 
reputation and should continue to do so. 
for OCTOBER 28, 1922 
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GAS & ELECTRIC COMPANIES: 
Bronx Gas & +> ~ Co. Ist 5s, 1960 


United Light & Railways Notes = 19380 


* If held to maturity, premium over par more than absorbs yield. High selling price is 


due to stock warrants which enable holder to subscribe to common stock. 


WHAT THE UNLISTED “UTILITY” BONDS HAVE DONE 


. THIS YEAR 
HIGH GRADE 
ng 


1952 
as & Electric 3, Mtge. 5s, 1929.. 
Peoria Gas Electric 5s, 1923 ° 
San Diego Cons. Gas & EL. Ist Mtge. 5s, 1989... 
Syracuse Gas Co. Ist 5s, 1946 


POWER COMPANIES: 


Adirondack Elec. Power Ist 5s, 1 

Gepeneess Power & Lt. aan &, ee 6s, 1950. . 
Alabama Power Co. Ist 5s, 1 

Appalachian Power Co. Ist 5s, a oa 

Central Maine Power Co. 5s, 1939 

Columbus Power Co. (Ga.) Ist 5s, sees 

Consumers Power Co. (Mich.) 5s, 1936 

Great Northern Power Co. Ist 5s, 1935 

Great Western Power Ist & Ref. 7s, Ser. B, '50.. 

Great Western + 5s, 1946 

Idaho Power Co. 5s, 1947 

Madison River Power Co. Ist 5s, 1935 

Niagara Falls Power Co. Ist & Cons. 6s, 1950... 

Potomac Electric Power Gen. 6s, 1923 

Puget Sound Power Co. Ist 5s, 1933 

Salmon River Power Ist 5s, 1952 

Shawinigan Water & Power Ist 5s, 1934 


TELEPHONE & TELEGRAPH COMPANIES: 


Amer. Tel. & Tel. 5-Year 6s, 1924 

Bell. Tel. Co. of Canada Ist 5s, 1925 

Bell. Tel. Co. of Canada Ist 7s, 1925 

Western Tel. & Tel. Co. Col. Trust 5s, 1982... . 


TRACTION COMPANIES: 


American Light & Traction Notes 6s, 1925 
Georgia Ry. & Power 5s, 1954 
Milwaukee Lt. Heat & Traction 5s, 1929 
Milwaukee Elec. Ry. & Light 7s, 1923 
Nashville Ry. & Light 5s, 1953 


MIDDLE GRADE 

GAS & ELECTRIC COMPANIES: 

Canton Electric Co. Ist 5s, aeee 

Cleveland El. Illum. Co. 5s, 1939 

Duquesne Ligh t Co. eee ay ly 7%s, 1936.. 

Los Angeles Gas & Electric 7s, 1981 

Rochester Gas & Elec. Corp. Series B 7s, 1946... 

San Diego Cons. Gas & El. Ist Mtge. Ref. 6s, "89 96 

Standard Gas & Elec. Conv. S. F. 6s, 1926 


POWER COMPANIES: 
Central Ga. Power Ist 5s, 1938 
Central Maine Power Co. Ist & Gen. Mtge. 7s... 
Electric Development of Ont. 5s, 1933 
Hydraulic Power Co. Ist & Imp. 5s, 1951 
Laurentide Power Co. Ist 5s, 1 
Southern Sierra Power Co. Ist 6s, 1936 
S. W. Power & Light Ist 5s, 1943 
West Penn. Power Co. Ist 7s, 1940 


TELEPHONE & TELEGRAPH COMPANIES: 


Bell. Tel. Co. of Penn. Ist Ref. 7s, 1945 
Chesapeake & Potomac Tel. Va. Ist 5s, 1948. . 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936... 


TRACTION COMPANIES: 
Danville, Champaign & Decatur 5s, 1938 
Kentucky Traction & bmg 5s, 1951 
Knoxville Ry. & Light 5s, 1 
Memphis Street Ry. 5s, res 
Northern Ohio Trac. & Lt. 6s 
Topeka Railway & Light Ref. bs, 1933 
Tri-City Railway & Light 5s, 1930 
United Light & Railways Ref. 5s, 1932 


SPECULATIVE 

GAS & ELECTRIC COMPANIES: 

Buffalo Gen. Electric Ist 5s, 1939 

Denver Gas & Electric Ist 5s, 1949 

Kansas Electric Utility Ist 5s, 1925 

Louisville Gas & Electric Ref. 7s, 1923.... 

Nevada-Cal. Electric Ist 7s, 1946 

Okla. Gas & Electric Ist & Ref. 74s, 1941 

Standard Gas & Elec. Secured 7%s, 1941.. 

Twin State Gas & Elec. Ref. 5s, 1953 


POWER COMPANIES: 


a ‘on Power Co. Ist & Ref. 7%4s, 1941... 
Colorado Power Co. Ist 5s, 1953 

Kansas City Power & Light 8 

Kansas City Power & Light Ist 5s, 1944 
Mississippi River Power Ist 5s, 1951 

Ohio Power ist & Ref. 7s, 1951 

Penn.-Ohio Light Notes 8s, 1930 


TRACTION COMPANIES: 
Ark. Val. Ry. Lt. & vy, a ist & Ref. 7%4s, 1981.. 95 
Bloomington, Dec. & C ae. Ry. Co. Ist 5a, "4 70 
Milwaukee Elec. Ry. & Light 74s, 1941 
Monongahela hy Ry Gen. Mtge. 7s, 1923.. 
Portland Ry. ist & Ref. Ser. A “i "46 4 
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Petroleum 


Melon-Cutting Spree in Standard Oils 


What Declared Distributions Do and Do Not Mean— 
Remarkable Position of Five Former Subsidiaries 


Oil chorus has monopolized the 

financial stage. As a chart in the 
“current finance graphics” on an earlier 
page will show, shares in the former sub- 
sidiaries, as a group, advanced nearly half 
a billion dollars in price from August to 
October. The advance would total up 
to more than a billion dollars if it were 
reckoned as from the lows of last year 
to the highs of this. 

The great demand for Standard Oil 
stocks which forced this tremendous 
upswing has not been the outcome of 
any recent change in either the earnings 
results or outlook of the Standard Oil 
corporations. Indeed, so far as earnings 
and outlook were concerned, the same 
demand might well have absorbed the 
Standard Oil shares which were so fool- 
ishly sacrificed in the deflation scare of 
1921. The rush of buying has derived 
its chief impetus from an entirely dif- 
ferent source. That source is the reach- 
ing, apparently, of decision by Standard 
Oil managements that the time and con- 
ditions at last warrant passing on to the 
public, their stockholders, some of their 
amazing business profits, rather than con- 
tinuing to plow these profits back into the 
business itself. 

A number of factors are being said 
to have contributed to this decision, 
which may assuredly be styled a momen- 
tous one. The factor most frequently 
quoted is the Supreme Court’s decision 
that stock dividends, per se, are not 
profits and therefore not taxable. An- 
other analysis of motives repeats the 
rumor that the Government hopes to 
make undistributed corporate surpluses 
the subject of taxation and points to that 
as the basis for the Standard Oil and 
other melon-cutting. 

While such factors as these may have 
had an influence in the situation, a more 
logical one can be suggested. It is that 
the Standard Oil Corporations, having in 
many cases huge undivided profits (Stan- 
dard Oil of New Jersey at the last reck- 
oning had a profit and loss surplus of 
more than half a billion dollars, so the 
word “huge” is, if anything, inadequate) 
simply see in the present as good a time 
as any in which to use these profits as a 
means of encouraging greater public 
participation in their affairs. By splitting 
up their now inaccessibly-priced shares 
they put them wi-hin public “reach;” and 
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by putting them within public reach, 
they make it possible to secure just so 
many more “boosters” among employees, 
consumers and the general public. That 
this is good business is an assertion no 
one can doubt. It is a policy that is be- 
ing practised on a constantly increasing 
scale. 


Why the Delay? 


The question may be raised: “If the 
Standard companies were in a position 
to do this melon-cutting long since, why 
did they wait?” Hastening to note that 
he does not presume to speak with au- 
thority, and that what is said here is 
based purely on what seems logical de- 
duction, the writer would suggest that 
the oil magnates may have delayed ac- 
tion while feeling out the public reaction 
toward capital-splitting. 

It stood to reason that the sensation- 
alist press would make the most of a 
development of this sort. Such howlings 
as that of a very large evening news- 
paper in New York (which recently 
added to the gaiety of nations by hope- 
lessly confusing S. O. New York with 
S. O. New Jersey and attributing to the 
one the twice as great stock dividend de- 
clared by the other) were inevitable. 
The real problem was whether the public 
would be in a position to become part- 
ners in Standard Oil, were the oppor- 
tunity offered. 

Under conditions as they have existed 
in recent months, the public investment 
capacity has been, of course, materially 
bettered. Concrete evidence of its scope 
is offered by the results secured in the 
recent Treasury financing, where over 
one and one-half billion in subscriptions 
was received for a bond issue of only 
half a billion, or where, in other words, 
a huge bond offering was twice over- 
subscribed. Under these conditions, it 
was natural that the oil directors should 
conclude that the present was a ripe time 
for their capital distributions, even 
though these only indirectly involve pub- 
lic subscription. 


The Banquet 


So far, the stock-dividend banquet has 
been confined to the former New Jersey, 
New York, California and Kentucky sub- 
sidiaries. In the interests of thorough- 
ness, a table has been prepared showing 
exactly what the prospective disburse- 


ments, or divisions, in these four caess 
are. The table appears elsewhere on this 
page. 

Also in the interests of thoroughness, 
a feature common to at least three of 
these distributions may be pointed out. 
That is that, so far as New Jersey, Cali- 
fornia and New York are concerned, the 
proposed distributions are of no imme- 
diate value to shareholders. Thus, if the 
New Jersey plan is adopted, and basing 
our argument on the present price of 220 
for the old stock, the 400% stock divi- 
dend will mean: That the present holder 
of one share, worth $220 in all, will be- 
come the holder of 5 shares, worth $44 
apiece, or $220 in all (the same final 
amount); and that his income from the 
5 new shares will be no greater than 
from the 1 old. 

It is desirable to point this out lest 
some uninquisitive investor conclude that 
stock dividends, in themselves, have 
value. If they had, the Supreme Court 
would have made them taxable. 

A stock dividend will convey additional 
value only if the cash dividend on the 
new holdings per share be greater in the 
aggregate than the cash dividends, per 
share, on the old holdings. Thus, if S. O. 
New Jersey were to pay $5 per share on 
its new stock-dividend shares, the reci- 
pient of the 5 new shares in exchange 
for his 1 old share would be getting $25 
from his holdings, annually, instead of 
$5. But when a corporation, as New 
Jersey has already done, signifies its 
temporary intention to pay out, in cash 
dividends, exactly the same total amount 
as it has previously paid, the effect will 
be to reduce the income per share on 
the new stock and, resultantly, render 
the stock dividend without especial value, 
at least for the time. 

Of the six companies mentioned, only 
Kentucky has, so far, offered its stock- 
holders anything of immediate value. 
Kentucky’s value-offering consisted of 
the privilege to stockholders to subscribe 
to $2,000,000 new stock at par, or some 
15 points below the present market. 

So far as possible values are concerned, 
however, the subject cannot be dismissed 
so lightly. Certainly, Standard Oil of 
New Jersey which earned nearly $36 per 
share in 1912 and over $46 per share in 
1913 (to choose two pre-war years) and 
which is believed to be far ahead of earn- 
ings requirements for the current year, 
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TWO MORE! 


Since the accompanying article 
was written, two of the companies 
referred to by the author as being 
in particularly strong financial 
position have announced their in- 
tention to make stock disburse- 
ments, as follows: 

Vacuum Oil proposes a 300%, 
stock dividend, an increase in its 
capital stock from $15,000,000 
to $70,000,000, and to reduce 
the par value of its shares from 
$100 to $25. 

Ohio Oil proposes a 300% 
stock dividend and an increase in 
its capital stock from $15,000,- 
000 to $60,000,000. 

In view of these declarations, 
added interest arises in the ac- 
companying analyses of the for- 
mer subsidiaries. 











should not find much difficulty in increas- 
ing its cash dividend rate before long. 
And the same may be said of California 
and New York. But until such action 
is taken, stock distributions like these are 
valueless, except as a means of encour- 
ging wider distribution. 


So much having been said about the 
four companies which have already taken 
some action in connection with stock divi- 
dends, it is now to the point to shift our 
study to other Standard Oil companies 
which are in similarly strong financial 
positions. They are Standard Oil of Kan- 
sas, Prairie Oil & Gas, Ohio Oil, Atlan- 
tic Refining and Vacuum Oil. With the 
exception of Atlantic, these issues are all 
dealt in on the New York Curb. 

STANDARD OIL OF KANSAS: 
Kansas was originally formed as a re- 
finery, but secured an amendment in 1916 
permitting it to engage in oil production. 

The development of this company since 
1915 has been most actively pursued. Ex- 
pansion has been reflected in its earn- 
ings results, as shown in the following 
comparison of net income: 


Net Income 
(In Thousands) 


Year 


1915 
1916 


In 1921, the effects of reaction in the 
oil trade, which prevented the greatest 
oi) company of all time (New Jersey) 
from covering its dividend by more than 
a small margin, were pronounced in the 
case of S. O. Kansas. For the year, a 
deficit of some $272,000 was shown on 
the books, after dividends had been paid. 

The tendency tu discount 1921's results 
as reflecting the capacities of any com- 
pany seems particularly justifiable in the 
case of Kansas. Operating over 120 stills 
under the Burton process in the greatest 
gasoline age in history, and equipped to 
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produce all types of refined products, the 
company’s 1921 showing may, very easi- 
ly, have been the result of charging off 
all profits in favor of a low-priced in- 
ventory and is certainly of little signifi- 
cance under present conditions. 

The company’s remarkable financial po- 
sition may be glimpsed from the fact that, 
as of December 31, 1921, it held over 
1.7 millions in cash, securities and ac- 
counts receivable against a capitalization 
consisting solely of 20 thousand shares 
($2,000,000) of capital stock. There was 
a profit and loss surplus of over 6.7 mil- 
lions. The company’s real estate and 
plant holdings, as at the date mentioned, 
were valued at only $5,780,000, although 
in the six years since 1916 the company 
has diverted nearly 4 millions to depre- 
ciation, and diverted over $1,057,000, or 
nearly 19% of the whole valuation, to 
this account last year. The working capi- 
tal of this “two-million dollar’ corpora- 
tion at last reckoning exceeded four mil- 
lion dollars! 

Based on this remarkable financial posi- 
tion, there is little doubt that S. O. of 
Kansas could at least double its capitali- 
zation without a quiver. The fact that it 
earned an average of $58 per share per 
year in the last 10 years reflects its cash- 
disbursing potentialities. 

The stock, at this writing, sells at 610, 
as a contrast with its recent high of 645. 
On the basis of the present dividend rate 
of $12 per share, the stock yields less 


The company, since 1915, has effected 
the following expansion in its financial 
position: 

(1) Retired $4,000,000 funded debt. 

(2) Added over $52,000,000 to surplus. 

(3) Increased working capital (in 
round figures) from 40 millions to over 
76 millions. 

(4) Built up a cash item of 12 mil- 
lions, as of December 31, last. 

These accomplishments, moreover, 
have been without adding to the capitali- 
zation, which has held at 180,000 shares 
of common stock. While the surplus has 
risen to 253% of its 1915 figure, the com- 
pany’s property is valued on the books as 
having increased only 180%. It would be 
difficult to find a financial performance 
to which the word “colossal” might more 
appropriately be applied. 

Prairie Oil pays $12 a share regular 
dividends, plus extras. The last extra 
was a quarterly addition of $2 per share. 
If maintained it would bring the annual 
rate, including extras, to $20 per share. 

At 700, on the N. Y. Curb, the same 
may be said about Prairie that was said 
about Kansas: The stock is selling at 
a price representing the values behind 
it rather than on its immediate income- 
paying qualities. 

OHIO OIL: Ohio can be appropriate- 
ly discussed along with Prairie, as the 
records of the two companies have much 
in common. The chief similarity lies in 
the fact that both operated enormously 








Amount 

of Stock 

Company Dividends 

Standard Oil 
Kentucky 


Standard Oil 
California 


Standard Oil 
New York 


Standard Oil 
New Jersey 


33°4% Stock 
Dividend 


100% Stock 
Dividend 


200% Stock 
Dividend 


400% Stock 
Dividend 





STANDARD OIL’S DISTRIBUTIONS THUS FAR 


Prospective Increase 


Additional 
Action 
$2,000,000 stock of- 
fered stockholders at 
par, ratio 1-3; par re- 
duced to $25. 


in Authorized 
Capitalization 


From $6,000,000 
to $12,000,000 


From $115,000,000 
to $250,000,000 


From $75,000,000 
to $225,000,000 


From $110,000,000 
to $625,000,000 


Par 
reduced to $25. 

















than 2%, and hence is manifestly not at- 
tractive from an income standpoint. 

For those who judge by past per- 
formances, it may be called to mind 
that Kansas paid 40% in 1913, 13% in 
1914, 12% and 16%, respectively, in the 
next two years, and 24% each year 
from 1917 to 1921. Considering this 
record, and the excessively strong 
financial structure, reason can be found 
for purchasing the shares provided 
they have an extended reaction from 
the present inflated level. 

PRAIRIE OIL & GAS: Prairie is 
one of the companies which content them- 
selves with getting results for their stock- 
holders without bothering about income 
accounts. It has been, since the begin- 
ning, one of the chief factors in the mid- 
section oilfields of this country, particu- 
larly Oklahoma, and also operates ex- 
tensively in Kansas, Wyoming and Texas. 
Its production is at least 25,000 barrels a 


day. 


profitable pipe-lines in the beginning, 
which were subsequently partitioned off 
and presented as bonuses to the exist- 
ing stockholders. (And there, it may be 
noted, were stock dividends worth hav- 
ing. Ohio Oil gave its holders Illinois 
Pipe Line stock to the value of 133% of 
their holdings; Prairie Oil gave Prairie 
Pipe Line to the value of 150%; both the 
new properties have paid large dividends 
to their security holders since.) 

Also like Prairie, Ohio Oil publishes 
no income accounts. But the available 
records contdin the same story of profit- 
able activities carried on without being 
reflected in the capital structure. As of 
December, last, Ohio Oil held over 71 
millions in current assets, and had a 
profit and loss surplus of nearly 73 mil- 
lions, against total current liabilities of 
less than 3 millions and a capital stock, 
preceded by no funded debt, of 15 mil- 
lions. 

(Continued on page 1054) 
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The Future of Government Bonds 


Are They a Permanent Banking Investment? 


HAT is to be the future of Gov- 
W ernment bonds as an investment? 

This question is sharply raised by 
Secretary Mellon’s first step in connec- 
tion with refunding the public debt. His 
offer of 500 millions in long-term Gov- 
ernment bonds running twenty-five to 
thirty years and bearing 4%% had of 
course for a good while been forecast, 
but as usual in such cases it had never 
been positively predicted just what the 
terms would be and now that they are 
public the situation as thus revealed is 
rather different from what had been an- 
ticipated. The facts in the case are of 
utmost interest to investors and particu- 
larly bankers who are still large holders 
of these bonds. 


Where Are Liberty Bonds Held? 


Assuming that there are now outstand- 
ing in all about 15 billions of liberty 
bonds of the first four issues, our total 
public debt being about 23 billions. 
The victory notes are for the moment 
omitted from consideration because they 
have either been called or are likely to 
expire in the near future, it is clear there 
are still a very large volume of these se- 
curities which are on the market or in 
the hands of investors. At the time of 
issue it was supposed that, even allow- 
ing for the numerous duplications of sub- 
scriptions which had occurred, there were 
still from 15 million to 20 millions of in- 
vestors or individual holders. If there 
ever were this number of individual hold- 
ers, the number today is very much 
smaller, Within the past few years a 
process of concentrating these bonds in 
few hands has been going forward and 
today very large quantities of them are 
held by the banks. According to the last 
National bank condition statement the 
amount of .government obligations held 
by all member banks of the Federal Re- 
serve system was 3.25 billions. For 
June 30, 1921, the Comptroller reported 
only about 2 billions held by the mna- 
tional banks. Federal reserve banks are 
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reported as holding 450 millions in Gov- 
ernment securities. The amount under 
rediscount with Federal reserve banks 
protecting loans of member banks is 
about 250 millions. Member banks which 
report to the Federal Reserve Board each 
week number about 800 and are supposed 
to represent about 40 per cent of the 
bank assets of the country. According 
to their reports they are the holders of 
these securities in the amount of 2.5 bil- 
lions, of which, however, fully 1 bil- 
lion is certificates and short-term obliga- 
tions. On the whole, after making all 
due allowances and comparisons, it would 
seem as if probably 5 billions of the 
securities were in the hands of recog- 
nized and reporting commercial banking 
institutions in and out of the Reserve sys- 
tem. It doesn’t seen: extreme to say that 
if to this sum could be added the amount 
held by savings banks and similar insti- 
tutions the total so held might run up to 
7 billions. From this would have to 
be deducted from time to time barring 
Treasury certificate holdings in order to 
get the holding of long-term bonds. To- 
tal certificate issues are around 1.8 bil- 
lions. 


Future of Bond Policy 


There are now outstanding in Treasury 
short-term certificates of indebtedness 
and savings obligations probably about 
1.725 billions, which with the unfounded 
victory notes in the sum of 18 billion 
should make a total of 3.525 billions for 
which provision must be made in the 
comparatively near future. Deducting 
perhaps 1 billion placed in the new 
issue leaves 2.525 billions. This repre- 
sents the total number of long-term bonds 
which will come upon the market and 
which presumably will appeal most di- 
rectly to the same general type of inves- 
tors who are now holding the outstand- 
ing liberty bonds of the first four issues. 

The question is thus fairly raised wheth- 
er a market for this quantity of long- 
term bonds can be found in these same 


quarters. This becomes a rather tech- 
nical problem. At first sight it would 
seem as if those who gave up the vic- 
tory 434%s should be counted upon (and 
still more those who give up the victory 
4%4s) to take the new bonds. But that is 
rather a forced supposition as appears 
when the matter is more carefully con- 
sidered. An institution which should buy 
the new 41%4%s would lose % of 1% in in- 
terest with the 434%s, and about the same 
4%4%s or the 4%4%s because the victory 
notes are non-taxable. The privilege of 
freedom from taxation so far as granted 
by these bonds was estimated at the time 
of the issue to be worth a minimum of % 
of 1% or even more according to the size 
of the various holdings. It does not at 
all follow, therefore, that the old holders 
will take up the new bonds even though 
this first offering has met with a con- 
siderable amount of success in inducing 
them to do so. The question is really a 
problem of the rate of interest to be 
earned on Government bonds as com 
pared with the probable rate of interest 
in the open market. 


Policy of Banks 


Notwithstanding the desirability of the 
liberty bonds in many respects and not- 
withstanding their very high credit to- 
day, there is a good deal of ground for 
feeling that if the present policy of re- 
funding should be pushed to its logical 
conclusion the result might easily be that 
of “hammering” the price of “liberties’ 
down distinctly below its present figure 
If, on the other hand, the future issues 
should be put on the market under condi- 
tions which retained a 4%4% rate or there- 
about but which subjected the issues more 
and more to taxation and if at the same 
time the tax policy of the Government 
should grow more and more severe, lib- 
etty bonds of the new issues would be 
likely to lose their appeal in no small de- 
gree. While the older issues would prob- 
ably continue to be held because of their 
obvious advantages the new ones would 
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not command such a market. In 
that case, the new Liberties might 
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the banks. The abolition of a 
part of this system of favoritism 
operated to cut the price of lib- 





be forced out into the general 
market and might lose their value 
considerably, until they yielded a return 
on the actual investment which was suf- 
ficient to induce the rank and file of 
investors to take them in larger quan- 
tities. 

Whether these buyers would be willing 
to do so is still another question. The 
point is that the future of the liberty 
bonds and the position that they occupy 
in the investment market depends in large 
part upon the policy which the Treasury 
is to pursue with regard to taxability and 
the expected course of events with re- 
spect to rates of interest. It is by no 
means true, as some assert, that the fu- 
ture position of the liberties is so thor- 
oughly assured that it need not even be 
discussed any further. That is far from 
being the case. In fact, banks have late- 
ly been selling “liberties” in considerable 
quantities. That is one distinct cause for 
the current recession from which they 
have been suffering. 

The problem of the new Treasury (re- 
funding) issues is thus rendered diffi- 
cult by the fact that just when buyers 
are wanted for new long-term bonds 
banks are either selling those they now 
hold or are awaiting the maturity of cer- 
tificates and savings obligations with the 
intent of putting the funds into some- 
thing else. As current rates advance and 
commercial demand grows the pressure 
on the banks to use their funds in ordi- 
nary loans increases. 


Government Bonds and the Money 
Rate 


In the long run the future of Govern- 
ment bonds will be determined largely by 
the money rate; and of course will re- 
act upon that rate. The advance in the 
price of Liberty bonds has gone on con- 
temporaneously with the gradual im- 
provement of money conditions after the 
war and with the gradual restoration of 
fluid capital. It has, however, been tem- 
porarily and artificially helped in no 
small degree by the fact that business 
was depressed and that there was no ac- 
tive demand for funds for commercial 
purposes. In these circumstances, there 
was every reason to believe that those 
who bought Liberty bonds well below par 
would have a profitable as well as a safe 
investment and such it has proved. Ex- 
yerience is already showing, however, 
that Government bonds were carried to 
too high a level just as short-term funds 
in the investment market went to a level 
below that which they could permanent- 
'y maintain. The Treasury Department, 
which had been borrowing on a 4% tax- 
free basis, recognized this situation by 
fixing the rate for its new issue at 4%4% 
subject to taxation in a much higher de- 
gree than the other Liberty issues. In 
consequence, there has been a tendency to 
reaction in the other Liberties. Is 44% 
approximately the current value of Gov- 
ernment credit with money rates as they 
are? Facts—and especially the heavy 
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oversubscription—would seem to indicate 
that such is the case, but if so a change 
in the value of money might materially 
alter the attitude of banks toward these 
securities, therby resulting in throwing 
more or less of them on the market as 
the case might be, with corresponding 
fluctuations in their value. This was the 
situation in former periods before 1900, 
when there was a fair volume of Gov- 
ernment bonds on the market, and when 
they had not all been taken up (as they 
afterwards were) in bank holdings in- 
tended to sustain circulation, or used for 
protecting Government deposits in banks. 
So soon as the fioating supply had been 
all absorbed in these two ways a “bond 
market” in the proper sense of the term 
promptly disappeared and has not been 
known from that time down to near the 
present. Until long after the close of 
the World war the value of Liberty 
bonds was wholly artificial because of 
the peculiar provisions for their use as 
collateral which had been established at 


in 


erty bonds by forcing them upon 
the market. That state of things 
was temporarily overcome through 
the absorption of the bonds, largely by 
banks and institutions which have found 
them a good holding for their spare 
funds. But there may at any time set in 
a new period of instability due to the fact 
that new conditions supervene to drive 
the bonds upon the market. Very heavy 
demand for commercial funds, accom- 
panied by higher rates, would of course 
force the bonds out of the hands of 
banks which had been holding them un- 
der other conditions and would tend to 
break their price although probably never 
very extensively. This situation can be 
seen gradually developing already. The 
forcing out of bonds from the banks as 
commercial demand increases has affect- 
ed Liberty bonds along with others and 
the result has been to bring about con- 
siderable changes in the holdings of these 
securities, with corresponding change in 
the market value. All this will have a di- 
rect bearing upon refunding prospects. 





Branch Banking Legislation Unlikely 
Pending Bills Before Congress — Fac- 
tions For and Against Branch Banking 


Washington, Oct. 20. 
CTION by the American Bankers 
Association opposing any further 
steps in the direction of larger au- 
thority to establish branch banks has 
been received with extreme interest in 
legislative circles. President Harding has 
now announced his intention of sum- 
moning a special session of Congress to 
meet on November 20th for the purpose 


Representative McFadden 
of Pennsylvania 


of considering ship subsidy legislation. 
It will, however, be impossible to con- 
fine the doings of the special session ab- 
solutely to any designated programme, 
and accordingly the question is asked 
whether it will not be possible to get up 
the branch question and make some 
progress with it in committee while the 
subsidy is being discussed on the floor. 
Committee work on the subsidy question 
has been practically finished, and this 
means that there will be abundant op- 
portunity for work in various commit- 
tees while floor debate is proceeding. 
Strong interest is therefore felt in the 
various branch bank measures which are 
now pending, as possible candidates for 
early action. 


Principal Bills Before Congress 


A number of branch banking bills are 
already pending before the appropriate 
committees. On August 23 last, Chair- 
man McFadden introduced a measure 
(H. R. 12415) in which permission to 
establish branches, offices or agencies in 
states where banks and trust companies 
have such power is granted. The Mc- 
Fadden bill proposes to add to Section 
5190, Revised Statutes, the following 
provisos : 

“Provided, that the Comptroller of the 
Currency may in his discretion authorize 
the opening and operation of one or 
more branches, additional offices or 
agencies by a national banking association 
in any state where state banks and trust 
companies are authorized or permitted to 
open and operate branches, offices or 
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agencies, and not elsewhere: 
Provided further, that the Comp- 
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such as to permit 
encourage the estab- 
lishment of branch offices as 


bank law, 
or even 





troller, in his discretion, may 
authorize any national bank to 
do all things and acts as are in like 
manner permitted to be done by state 
banks and trust companies, which may be 
necessary and proper to meet the com- 
petition of state banks and trust com- 
panies, except such things and acts as 
are specifically prohibited by the Na- 
tional Bank Act: And provided fur- 
ther, that national banks now maintain- 
ing and operating branches, offices or 
agencies wherever situated, may continue 
the opération of the same.” 

This bill is now before the House 
Banking & Currency Committee. Sen- 
ator Capper, of Kansas, however, on 
August 24, last, introduced S. 3941, while 
at the same time Mr. Dyer, of Missouri, 
introduced in the House H. R. 12414 in 
a form identical with that of Senator 
Capper. The Capper-Dyer bill forbids 
national banks to have branches in those 
states where state banks have no specified 
power to establish branches, and re- 
quires that if branches of national banks 
exist in such states they be closed within 
thirty days. In the event that the pro- 
posed legislation is disregarded by na- 
tional banks, forfeiture of its charter 
then ensues. There were already pend- 
ing before Congress certain other bills 
on the same subject. Of these, one of 
the most interesting was introduced by 
Senator Frelinghuysen, of New Jersey 
(S. 39), in which a qualified power was 
granted. The number of branches which 
might be established by a national bank 
was made to depend on the population 
of a city in which the head office was lo- 
cated, the total number being limited to 
twelve. It was provided that increase in 
the capital of the parent bank “Shall be 
increased with the establishment of each 
branch within the city in which the bank 
is located in an amount equal to not less 
than 50 per centum of the minimum cap- 
ital which would be required under the 
then existing law for the organization of 
a national bank in such city.” 


A substantially identical bill was in- 
troduced in the House by Mr. McFadden 
except that the number of branches was 
not made to depend upon the population 
and the branches were not limited to the 
cities in which the head office was lo- 
cated. Senator Calder, of New York, 
also introduced S. 1835, in which it was 
provided that any national bank may, 
with the approval of the Federal Reserve 
Board, establish branches within the cor- 
porate limits of the place in which it is 
located, “if the capital of the parent 
bank is at least equal to the aggregate 
of the amounts which would be required 
anid each [branch] were organized as an 
independent association plus the amount 
the capital of the parent bank.” Mr. 
Fairchild had also previously introduced 
H. R. 6419, in which provision was made 
that any bank, located in a city or town 
where state institutions are authorized to 
have branches, may, “under such rules 
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and regulations as the Federal Reserve 
Board may prescribe, establish branches 
not to exceed 10 in number within the 
corporate limits of the city or town in 
which it is located. These practically con- 








5 §BUSINESS INDICATORS 


PRODUCTION 
(Normal Production—100 Per Cent) 


Commodity 
tAnthracite coal mined 105 
tBituminous coal mined 8 
Pig iron production 
Steel ingot production....... 
Copper production, mine 
Tin deliveries 
*Zinc production 
Crude petroleum production. . 
Portland cement production. .. 
Wheat flour production...... 1 
Meat slaughtered............. 
Sugar meltings 
Cotton consumption 
Lumber production 
Wood pulp production....... 
Tobacco consumption 
*Paper (total) production.... 
Gasoline production 


STOCKS ON HAND 


(Normal Stocks—100 Per Cent) 


-—1922—, 
Mar. Aug. 


Atlantic 
124 


Commodity 


Sugar, raw cane, 


Flour, in chief centers 
Cotton 
Portland cement 
*Wood pulp 
*Paper, total 
Leaf tobacco 

* Seasonal variation not allowed for. 
¢t Revised. t Preliminary. § From lat- 
est figures furnished by Federal Reserve 
Bank of New York. 




















stitute the proposed items of legislation 
now pending before Congress with re- 
spect to the subject of branches. 


Prospect of Action 


The prospect of action on these biils 
or any of them depends in some measure 
on the attitude of the Administration. 
As is well known, Comptroller of the 
Currency Crissinger has been inclined to 


favor the branch movement by giving 


Liberal interpretations of the National 


already described. Mr. Crissin- 
ger, moreover, may be assumed to have 
the support of President Harding and 
the Secretary of the Treasury, both of 
whom have, unofficially, it is understood, 
allowed it to become known that what 
the Comptroller has done has been done 
with their approval. Not only is this 
true but it is also a fact that the general 
attitude of the influential men in Con- 
gress is favorable to branch banking 
Chairman McFadden of the House 
Banking & Currency Committee is an 
outspoken advocate of branches, and 
Senator McLean of the Senate Com- 
mittee on the. same topic is understood 
to adopt very much the same point of 
view. According to the “line up” which 
is now believed to exist, members of 
Congress from cities are likely pretty 
generally to support the branch bank 
proposal in some form, while those from 
the country districts in general will be 
opposed to it. In the Senate those Sena- 
tors who come from highly industrialized 
states like the New England states are 
expected to favor it while western “pro- 
gressives,” especially the members of the 
farm bloc are expected to oppose it. 
Altogether, the contest is likely to be a 
rather close one. As already observed, 
the factor which works most strongly 
against any banking legislation in the 
near future is the shortness of the Con- 
gressional session. It would be almost 
out of the question to get action on any 
keenly contested issue before March 4, 
and President Harding has positively set 
his face against an extra session after 
that date, although it is, of course, al- 
ways possible that he may decide to 
change his mind should political condi- 
tion turn out differently from what is 
now expected. On the whole, however, 
the prospect of getting branch banking 
action, either favorable or otherwise, 
this winter is far from certain although 
discussion and agitation of it is likely to 
occur, and, should the prevailing senti- 
ment in Congress seem on the whole to 
tolerate the idea, the effect will be to en- 
courage the Comptroler of the Currency 
very decidedly in his past policy of per- 
mitting or furthering the establishmert 
of branches in cities. 





Bank Rulings and Decisions 


BULLETIN on par-clearance liti- 

gation has recently been issued by 

the national and state Bankers Pro- 
tective Association of Atlanta, Ga. In 
this is given the most complete survey 
of existing conditions as affecting this 
litigation and of the status of the contro- 
versy in the several states that is now 
available. In substance it presents the 
following facts: 


* The Georgia Case _ 


This was the first of the par-clearance 
cases, 


filed to restrain Federal reserve 


banks from using methods designed to 
force non-member banks into agreements 
to remit at par for items sent them 
through the Federal Reserve bank. A 
restraining order was first secured on 
January 15, 1920, and subsequently liti- 
gation led to a decision of the Supreme 
Court on May 16, 1921, in which the con- 
tentions of the plaintiff banks were up- 
held. On January 9, 1922, a retrial of 
the case was begun at Atlanta, argument 
being concluded on the 13th and even- 
tually the restraining order or injunction 
(Continued on page. 1056) 
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How Bank Credit Activity is Changing 


Steady Use of Credit—Fall in Volume of Foreign Financing 


i HE business situation in its relation 
to money and banking conditions 
is now reflected in a strikiiig way 

by the changes in the activity of bank 

credit. These changes are seen in the 
best form not in the Clearing House re- 
turns which are still used by some ob- 
ervers, but in the debits to individual 
account on the books of the banks in the 
principal financial centers of the country. 

In the accompanying diagram, compari- 

son has been made of the figures show- 
ing activity of credit (debits to individual 
account) in New York; and, by way of 
comparison in banks in all other report- 
ing centers. The aggregate of banks 
outside of New York City is also charted 
and in each case these lines are drawn 
showing the movement of credit for a 
year ago as compared with the move- 
ment at the present time. The figures 
thus furnished indicate that in every case 
the total activity of bank credit is de- 
cidedly above that of last year. While, 
on the whole, the lines representing con- 
ditions of last year and this year run 
nearly parallel to one another, thus re- 
vealing the curious seasonal similarity of 
bank credit demands, it is to be noted 
that, during the current year, fluctuations 
have been very much less extreme for 
the most part than they were a year ago, 
the curves being on the whole distinctly 
“flatter.” This points to a better-sus- 
tained and more steady use of credit, 
which in turn implies a much more sus- 
tained and stable demand for goods. The 
showing of the diagram thus is decided- 
ly on the side not only of increasing de- 
mand for goods and increasing business, 
hut of greater stability and uniformity 
in that regard. 


Position of Foreign Finance 


Two striking facts are revealed by the 
developments of the past month con- 
cerning our foreign financial relations 
and through them an important light is 
cast upon our foreign business prospects. 
The one is the great reduction that has 
taken place in the total amount of for- 
eign financing that is being done here. 
This has been clearly indicated in a dia- 
ram prepared for the Federal Reserve 
sank of New York as follows: 

At the same time the developments in 
he foreign exchange market have been 
inything but satisfactory. A_ steady 
lownward tendency is noted in all for- 
ign currencies, taken in the aggregate, 
ind when disassociated from one an- 
‘ther this downward tendency is very 
oronounced in the case of the principal 
‘Allied” currencies, those of France, 
italy, and, in a lesser degree, of Great 
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Britain, while Germany of course has 
practically gone out of sight below the 
horizon. This comparative situation is 
best seen when the figures are contrasted 
with one another in the form of index 
numbers, the combined or aggregate 
comparison being given as a general in- 
dex based on figures compiled by the 
Federal Reserve Board. This trend can 
be clearly seen in the following diagram: 

Decline in the exchanges as thus rep- 
resented furnishes the clue to the un- 
favorable state of our foreign trade and 
at the same time reflects the attitude of 
the banks toward that trade. They are 
now practically out of the business of 


furnishing credits to foreign countries 
except on the very best of security, with 
a contingent liability on the part of the 
American exporter. In these circum- 
stances, it is easy to understand why our 
shipments abroad have fallen off so 
heavily as they have in recent months. 
The trend of foreign exchange on the 
United States as depicted in this way is 
in striking contrast with the trend of ac- 
tivity in domestic credit, suggesting as 
it does a steady decline in the pros- 
perity of foreign business at the same 
time that the indications favor increas- 
ing activity and prosperity in the domes- 
tic field. 
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Industrial Securities 


PROFITS IN UNITED FRUIT 
Sale Advised 


1 have accumulated 950 shares of United 
Fruit at prices ranging from 100 to 145 and 
350 shares of Western Union at prices from 
60 to 88. What is your advice?f—I. H. J., 
Newburyport, Mass. 

The market has been very strong in 
the last few weeks and there has been 
talk of stock dividends to be paid by 
companies with large surpluses. The 
market also has had the stimulation of 
several large stock dividends by Stand- 
ard Oil companies, and we are inclined 
to the opinion that on the strength of 
this news there has been a good deal of 
profit taking by important holders. While 
the strong market may continue a little 
while longer, we regard the structure as 
a dangerous one at the present time, and 
feel that holders of stocks who have large 
profits, such as you have in United Fruit 
and Western Union Telegraph, would do 
well to cash in at present prices. Would 
therefore favor taking profits on United 
Fruit and Western Union and keeping 
your funds liquid, with the idea of wait- 
ing for better opportunities to get into 


stocks. 


AMERICAN CAR & FOUNDRY 
Has Had Big Advance 


At the present price for Ameri- 





SPECIAL REPORT DEPARTMENT 


We have had so many requests for 
special reports on lists of securities 
and for complete analytical reports on 
individual stocks and bonds that we 
have organized a Special Report De- 
partment to handle this work. Charges 
will vary with the amount of research 
work necessary but in all cases esti- 
mates will be submitted. A complete 
report on any stock or bond listed on 
the New York Stock Exchange will be 
supplied for $25. In analyzing lists of 
securities definite recommendations are 
made and desirable switches suggested. 
This new service does not in any way 
interfere with the present free service 
supplied by the Inquiry Department to 
subscribers which entitles them to a 
brief report on any three securities. 











strong. As of April 30, 1922, there was 
over 18 millions government securities 
on hand. Profit and loss surplus is 36 
millions as compared with a common 
stock issue of 30 millions, so that the 
company is in a position to declare a 
large stock dividend should directors so 
decide. We have no information as to 
whether such action will be taken. We 
have for a long time been very favor- 
ably inclined toward this stock and our 
suggestion to sell is simply based on the 


technical position of the stock market in 
general. If sold now we feel that the 
opportunity will be presented to re- 
purchase at lower prices. 


TENNESSEE COPPER 
Long-Pull Possibilities 


Kindly advise me the condition of Te- 
nessee Copper. I have some at higher prices 
than present quotations. Would it be advis- 
able to purchase more?—P. T. W., Ward, Pc. 


We are still favoraby inclined toward 
Tennessee Copper & Chemical for the 
long pull. The decline in the stock, in 
our opinion, has been largely due to the 
fact that it has no market sponsorship 
and, with other stocks moving forward, 
holders become tired and sell out in or- 
der to get in some issue that is more ac- 
tive. The company is in excellent finan- 
cial condition and with the completion of 
its flotation mill and commencement of 
operations under license from the Mine- 
ral Separation Co., it should operate un- 
der more favorable conditions. There 
has been a fair demand of sulphuric acid 
and the outlook is for still larger de- 
mands next year. 

We believe that you could to advan- 
tage average in the stock but would wait 
for a further recession in price befor« 
doing so. 





can Car ¢& Foundry stock I have 


PIERCE OIL 





nearly fifty points profit on 30 
shares purchased in January of 
this year. I would like your ad- 
vice as to when I had better take 
my profits? Is a stock dividend 
likely?—S. A. C., Ligonier, Ind. 


SELL SPECULATIVE SECURITIES 
—BUY SHORT TERM BONDS 


New Management in Charge 

As the holder of Pierce Oil com- 
mon and preferred stock 1 would 
like a frank statement from yor 


American Car & Foundry 
stock has advanced over eighty 
points from the low price 
reached in 1920 and although 
this is a very strong company 
and apparently faces a period 
of prosperity this advance has 
gone a long way in our opin- 
ion in discounting the im- 
proved outlook and our advice 
is that you accept your fifty 
points profit. For the year 
ended April 30, 1922, the com- 
pany earned 14.95% on the com- 
mon stock, as compared with 
21.50% in the previous year. 
It is estimated that at the pres- 
ent time there is $40,000,000 
business on its books and earn- 
ings in the current fiscal year 
will in all likelihood show up 
very much better than in the 
preceding 12 months. Finan- 
cial cendition is unusually 
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Investor Who Has Good Profits in Common Stocks 
Advised to Liquidate. 


I am holding several hundred shares of common stocks 
which at present prices show me a handsome profit. I noted 
the remarks in The Outlook in the last issue of your Mag- 
azine and am considering selling out and placing funds in 
short term bonds. Do you still believe this is advisable? 
Can I average 6% on the short term bonds? I only want 
high-grade issues. N. A., Boston, Mass. 


In our opinion, it is advisable for holders of speculative 
stocks to take their profits at the present time, for while the 
bull market may not be over, we feel it is close to a very 
important reaction and that it would be to your advantage 
to sell out. Your idea of placing your funds in short term 
securities we believe is an excellent one. The following short 
term bonds will suit your purpose. You cannot expect to 
average as high as 6% on high-grade short term notes at 
the present time. 

Anglo American Oil Co. Ltd. 74’s, maturity April, 1925. 
Price 104, Yield 5.85%. 
Federal Sugar Refining 6’s due Nov. 1924. Price 101, Yield 


5.45%. 
Bell Telephone of Canada 7’s, maturity April, 1925. Price 
104, Yield 5.15%. 
Canadian Pacific 6’s, due March, 1924. Price 101, Yield 
@ 


By adopting this course you will be in a position to again 
purchase speculative securities when they get down to levels 
that look attractive. 

















THE 


as to the condition of the com- 
pany. With other oil companies 
doing well what has held this 
greme back?—J. R. T., Paxton, 
u. 


The principal. trouble with 
Pierce Oil apparently has been 
poor management. The com- 
pany has valuable properties, 
but this inefficient manage- 
ment has prevented a good 
earning power from being de- 
veloped. There appears to be 
a chance for stockholders, 
however, due to the fact that 
a new management has just 
taken ccntrol, including Henry 
L. Doherty, Alton B. Parker, 
A. B. Leach and others. The 
company is in weak financial! 
condition at the present time 
but it is hoped that these new 
interests will restore confidence 
in the property and that they 
will be able to raise new money 
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One of the factors that greatly 
yperated against the company 
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& Hudson earnings were only 
at the rate of 38% of fixed 
charges, but of course this poor 








was the lack of confidence in 
he. previous management with 
1 result that it was practically without 
vanking credit. Another unfavorable de- 
velopment was the recent rendering of a 
lecision against the company involvign 
he establishing of a liability for about 
2 millions for the breach of a contract 
for the furnishing of oil made with the 
railroad administration. It is hoped that 
this decision will be reversed on appeal. 
but the effect has been the still further 
undermining of the credit of the com- 
pany and preventing it from conducting 


<> 


its business efficiently. In spite of the 
general prosperity with which oil com- 
panies have been favored this year, 
Pierce Oil showed an operating loss for 
the first seven months of $779,048. You 
can readily see from these facts that the 
securities of the company are highly spec- 
ulative and the only hope is that the new 
management will take hold properly and 
try to restore the old earning power. 


(Continued on page 1032) 





Railroad Securities 


WABASH PREFERRED A. 
Improvement in Earnings 


I have in mind the purchase of some low 
priced railroad stock that is not paying divi- 
dends at the present time but which appears 
to have possibilities of becoming a dividend 
payer in a year or two. Wabash preferred 
A looks rather good to me. What is your 
opinionf—V. T. H., Wilmington, Del. 

We regard Wabash preferred A stock 
as one of the most attractive of the low- 
priced rails. This road is in strong finan- 
cial condition and earnings this year 
have been on upgrade. For the eight 
months ended August 31 earnings were at 
the rate of $3.15 per share on the pre- 
ferred A stock and with heavier traffic 
and the strike troubles over an excellent 
showing in the closing months of the 
year is anticipated. It is likeiy that the 
$5 dividend to which the preferred A is 
entitled will be earned this year. There 
is a very fair chance, in our opinion, that 
this stock will receive dividends within 
two years and regard it favorably as a 
long pull speculation, 


CHESAPEAKE & OHIO 
Increase in Dividend Likely 


Is an increase in the present dividend rate 
of $4 of Chesapeake & Ohio likely in the near 
futuref—B. J., Benton Harbor, Mich. 


In our opinion it is decidedly likely that 
Chesapeake & Ohio will increase its divi- 
dend to a $5 rate. There are good rea- 
sons why the management should take 
this action. In the first place, earnings 
warrant it as in the eight months ended 
August 31, 1922, net was at the rate of 
$17 a share on the common stock. In 
the second place Chesapeake & Ohio’s 
funded debt is out of proportion to its 
capital stock, being in the ratio of about 
3% to 1, and it would be good financial 
policy on the part of the management to 
bring about the conversion of the con- 
vertable 5% bonds into stock. The 5% 
bonds are convertible into stock at 80 a 
share up to April 1, 1923, and an increase 
in the dividend to 5% would undoubtedly 
result in the larger part of this $40,000,- 
000 issue being exchanged for the stock. 
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ATLANTA, BIRMINGHAM & AT- 
LANTIC 


Unattractive Speculation 


I have been looking for a low-priced rail- 
road stock that has a good chance to appre- 
ciate in value. How do you regard Atlanta, 
Birmingham € Atlantic?—B. C. J., Provi- 
dence, R. I. 


Atlanta, Birmingham & Atlantic stock 
is, in Our opinion, an unattractive specu- 
lation. The road has never been able to 
operate at a profit and while the outlook 
for transportation companies is more 
favorable than it has been for some 
time, in the reorganization it is doubtful 
whether the shareholders will fare well. 
Probably the bondholders will buy it in 
and in the event the road is sold, it will 
take the proceeds to pay off the bond- 
holders. 


DELAWARE & HUDSON 
Advise Profit Taking 


ZI have noted the advice given in the last 
issue of the MAGAZINE OF WALL STREET that 
speculative holdings shou J be sold. I hold 
100 shares of Delaware & Hudson, purchased 
in fifty-share lots at an average price of 122. 
Do you advise sale of this or should I hold 
t for investment?—W. H. L., Jacksonville, 
Tu. 

Our suggestion is that you take your 
profits in Delaware & Hudson at present 
price of 138. This road has shown a 
steady earning power for many years but 
earnings for some time have not been 
greatly in excess of dividend require- 
ments, averaging around 11%, as against 
a dividend of 9%. It appears that the 
dividend policy of the company has been 
none too conservative, as the balance 
sheet compares very unfavorably with 
that of other roads that are paying sub- 
stantial dividends on the common stock. 
As of Dec. 31, 1921, current liabilities 
were over 3 millions in excess of cur- 
rent liabilities. This should not be con- 
sidered a serious condition, however, as 
the road’s credit is good, but it does give 
rise to doubt as to the safety of the divi- 
dend over a period of years, and for 
that reason we do not favor the stock 
for permanent investment. For the eight 
months ended August 31, 1922, Delaware 


showing was due to the coal 
strike and as the road is handling a very 
heavy tonnage now it is quite likely that 
the dividend will be earned this year. A 
large proportion of the company’s earn- 
ings come from its anthracite coal prop- 
erties and while these are not close to 
exhaustion the cost of mining is steadily 
increasing as it is harder to get the coal 
out than in former years. 


ANN ARBOR PREFERRED 
Dividend Outlook 


Several months ago I purchased an odd- 
lot of Ann Arbor preferred stock at about 
50 on the statement made by President Erb 
that dividends were to be started beginning 
with the second quarter of this year. Is 
there any likelihood of dividends soonf—S. 
L. R., Philadelphia, Pa, 

President Newman Erb of the Ann 
Arbor recently stated that the dividend 
on the preferred stock was delayed be- 
cause of the unfavorable effect the coal 
and shopmen’s strike had on earnings of 
the road. He also stated, however, that 
now that these difficulties were over it 
was the intention of the directors to 
place the preferred stock on a dividend 
basis at the next meeting, wihch will 
probably be held in December. While un- 
forseen conditions may change this pro- 
proposed policy the dividend has been 
practically promised and under the cir- 
cumstances we deem it advisable for you 
to hold the stock. 


PENNSYLVANIA 
6% Rate Expected 


I have held 200 shares of Pennsylvania 
Railroad stock for some time and it has now 
advanced to about the price I paid for it. Is 
it advisable to sell out now or wait for an 
increase in the dividend which I understand 
it expected soon?—H. G. L., Pittsburgh, Pa. 


Pennsylvania Railroad this year is ex- 
pected to show 6% earned on its stock, 
with a fair margin to spare. As this com- 
pany is in very strong financial condition 
there would appear to be no good reason 
why the rate should not be increased to 
6%, which was paid for many years. 
This would be equivalent to $3 a share 
on the par $50 stock, and as an old line 
railroad investment stock Pennsylvania 
should sell as a $3 payer over 50 under 
favorable market conditions. Believe that 
if you hold the stock you will be able 
to sell out ultimately at a higher price. 


NEW HAVEN 
Dividends Still Far Off 


New York, New Haven € Hartford earn- 
ings I note have greatly improved this year 
and I am considering making a purchase of 
the stock. Is there a chance for dividends 
in the near future?—F. T., Hartford, Conn. 

While it is true that there has been a 
big improvement in New Haven’'s earn- 
ings as compared with last year they 
have not been large enough to warrant 
the belief that there is any prospect of an 
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early resumption of dividends on 
the stock. Even allowing for 
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is 90 days, so that assets o 
company are kept in _ liquid 
form. Capitalization consists oi 








an excellent showing in the 
closing months of 1922 it is not 
likely that New Haven will do better 
than just about cover its fixed charges. 
Poor earnings in the past several years 
has greatly effected the credit of the 
road and even should earnings continue 
to gain so that a fair amount is earned 
on the stock it is highly unlikely that any- 


thing would be paid out in dividends for 
a very long time to come as naturally the 
management's first consideration will be 
to build up a stronger financial structure 
and restore the high credit that the road 
formerly had. We do not advise the pur- 
chase of the stock at the present time. 
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New Security Offerings 


METROPOLITAN EDISON 


Favorable Outlook for the Preferred 
Stock 


Your valued opinion is desired in regard to 
Metropolitan Edison 7% preferred stock which 
I am considering for investment.—G. H. O., 
Brooklyn, N. Y. 

Metropolitan Edison cumulative pre- 
ferred stock is entitled to $7 per share 
per annum and receives one-half of all 
dividends declared after the payment of 
$7 per share on this preferred and $4 per 
share per annum on the common stock. 
Upon completion of the present financing 
the capitalization of the company will be 
$8,679,500 bonded debt, 35,910 shares of 
preferred and 75,000 shares of common 
stock of no par value. Earnings for the 
12 months ended August 31, 1922, after 
bond interest, amortization, and full 
charges for depreciation reserve were 
equal to 2% times the dividend require- 
ments on the preferred stock outstand- 
ing including the present issue, and for 
the past five years 1.6 times. The com- 
pany furnishes all the electric light and 
power used in Reading and Lebanon, Pa., 
and 94 other communities having an esti- 
mated population of 300,000. Franchises, 
in the opinion of the company’s counsel, 
are unlimited as to time and are favor- 
able. This company is operating in a 
growing community and the outlook is 
favorable for a steady increase in its bus- 
iness. The stock appears to us to be a 
good investment opportunity. 


MILWAUKEE ELECTRIC 5s 
A High-Grade Public Utility 


I am considering the purchase of five bonds 
of the Milwaukee Electric Railway & Light 
Co. (5% Refunding and First Mortgage 
Series B.) Safety is my first consideration. 
Do these bonds measure up to your require- 
ments for a first-class issuef—J. K. L., Long 
Island City, N. Y. 

Milwaukee Electric Railway & Light 
Co. Refunding and lst Mortgage 5s, Se- 
ries B, due 1961, become a first lien on 
the company’s entire mortgaged property 
by December 1, 1931. The Wisconsin 
Railroad Commission’s valuation of the 
physical property, with subsequent capital 
expenditures to July 31, 1922, aggregates 
$58,151,284, exclusive of $2,545,000 mate- 
rials and supplies on hand, against which 
there will be outstanding, including the 
present issue, $36,547,000 Refunding and 
Ist Mortgage bonds and underlying issues. 
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This company, which forms an important 
part of the North American Co. system, 
owns or controls practically the entire 
electric light, power,, steam heating and 
electric railway business of the City of 
Milwaukee and suburbs. Company also 
supplies electric power to nearly all the 
public utilities operating in the south- 
eastern section of the state. Net income 
after taxes, available for interest, depre- 
ciation and dividends averaged for the 
ten years ended December 31, 1921, 2.44 
times interest charges. We regard the 
bond as a high-grade public utility issue 
and attractive at the offered price of 92%, 


to yield 5.5%. 


AMERICAN GAS & ELECTRIC 
DEBENTURES 


Another Bond Suggested 


I am looking for a good safe bond to yield 
6% or better. What is your opinion of Amer- 
ican Gas & Electric 6% debentures? Is there 
another bond you would consider a better in- 
A age opportunity ?—H. K. V., Morristown, 


American Gas & Electric Co. $7,500,- 
000 Debenture 6s, due 2014, are a direct 
obligation of the company but not se- 
cured by mortgage. The company con- 
trols a diversified group of electric power 
and light companies operating in eight 
states and serving a population in excess 
of 1,200,000. For the year ended August 
31, 1922, consolidated earnings were 3% 
times annual interest requirements in- 
cluding these debentures. A much more 
attractive security in our opinion are the 
Sinclair Consolidated Ist Lien and col- 
lateral 7s, due 1938, as they can be bought 
on a 6.8% basis, and are practically a first 
mortgage on property valued at five times 
the amount of the bond issue. 


COMMERCIAL CREDIT CO. 
Preferred Offering 


Is the preferred stock of the Commercial 
Credit Co. recently offered a good purchase 
for investment? What about the common?— 
D. T. H., Philadelphia, Pa, 


The Commercial Credit Co. is engaged 
in the commercial banking business. It 
purchases open commercial accounts, 
notes, acceptances, drafts, instalment and 
motor lien obligations. The business is 
conducted along conservative lines with a 
substantial margin of safety required on 
all papers purchased. Average maturity 
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$3,000,000 7% cumulative pre- 
ferred stock, $3,000,000 Class B 8% cumu- 
lative preferred and $3,000,000 comrava 
stock. The par value of all issues is $25. 
For the eight months ended August 31, 
1922, earnings were at the annual rate of 
92.63% on the 7% preferred stock. In 
1921, 52.37% was earned and in 1920, 
68.61%. In the past six years, earnings 
on the 7% preferred did not drop below 
41%. This issue appears to us to be an 
attractive business man’s investment at 
the offered price of 26% to yield 6.6%. 
Subscribers to the preferred are offered 
the privilege of buying one share of com- 
mon at $52.50 per share for each four 
shares of preferred purchased. As the 
common stock is selling on the Baltimore 
Stock Exchange at 70 this privilege is 
valuable. The common stock is specula- 
tive but appears to have possibilities. 


SPALDING & BROS. PREFERRED 
In Strong Position 


I would thank you for your opinion as to 
the desirability of making an investment tn 
the preferred stock of A. G. Spaulding & Bros. 
7% preferred stock offered by Dillon, Read € 
Co.—T. H. B., Perth Amboy, N. Jd. 

The recent offering of $1,000,000 7% 
first preferred stock of A. G. Spalding & 
Bros. is part of a total issue of $4,757,- 
000 first preferred stock. This company 
has no funded debt and net quick assets 
alone are equal to $190 a share on the first 
preferred stock, and total net tangible 
assets are equal to $256 a share. The com- 
pany’s charter provides that in the event 
of failure to maintain net quick assets 
of at least $125 a share of first preferred 
stock and net tangible assets of $225 a 
share the first preferred will either be re- 
tired at 115 or, if not so retired, will have 
the right to elect a majority of the board 
of directors. No funded debt can be 
issued except with the consent of 75% 
of the first preferred stock. Net income, 
after taxes, over the ten-year period 
ended December 31, 1921, has averaged 
over 3% times annual dividend require- 
ments on the total first preferred stock 
now outstanding and in every year has 
not been less than three times dividend 
requirements. This company is the larg- 
est in the world engaged in the manufac- 
ture, distribution and sale of athletic 
goo ls. In addition to factories here and 
in England it has forty branch retail and 
wholesale stores located in the United 
States, Canada, England and France. 
This preferred stock is exceedingly well 
protected and at the offered price of 102% 
to yield 6.8% makes a very attractive in- 
vestment. 
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Trade Tendencies 
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Business Is Brisker 


Steady Increase in Demand—Production Higher in Many Lines—Prices Advance 





STEEL 








Railroads Buying Heavily 
A VERAGE daily pig-iron production 


rose to 67,791 tons in September, 
showing a sharp rise over the Au- 
gust rate of 58,586 tons. While the in- 
dustry thus shows a large degree of re- 
covery from the effects of the coal strike, 
and it is probable that October figures 
will make an even better display, there 
is still room for considerable improve- 
ment before recovery to the June high 
point can be witnessed. That the indus- 
try has recorded decided progress from 
the depressed condition of last year will 
be apparent when it is recalled that the 
average daily output iu July, 1921, was 
somewhat less than 28 thousand tons. 
The transportation problem remains as 
a source of irritation, buyers in many 
cases finding it necessary to resort to mo- 
tor truck in order to move their steel 








COMMODITIES | 

(See Footnote for Grades Used and Unit 
of Measure) 

- 1922 








a 
High Low Last® 
Steel (1).......$40.00 $28.00 $40.00 
Pig Iron (2).... 34.00 17.75 31.00 
Copper (8)...... 0.14 0.12% 0.14 
Petroleum (4)... 3.50 3.00 3.00 
 f 2 eaers 5.75 1.75 3.90 
Cotton (6)...... 0.22% 0.17 0.22% 
Wheat (7)...... 1.46 1.01% 1.17% 
Corn (8)....... 0.7834 0.47 0.70% 
 Biiscceves 0.1054 0.08 0.09% 
Steers (10)..... 0.10 0.08% 0.10 
Coffee (11)..... 0.11% 0.09% 0.10 
Rubber (12).... 0.20% 0.1334 0.19% 
Wool (18)...... 0.57 0.45 0.55 
Tobacco (14).... 0.20 0.18 0.18 
Sugar (15)..... 0.05% 0.08% 0.05% 
Sugar (16)..... 0.07 0.0434 0.06% 
Paper (17)...... 0.04 0.03% 0.04 
* Oct. 18. 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
c. per pound; (4) Pennsylvania, $ per bar- 
rel: (6) Pool No. 11, § per ton; (6) Spot, 
New York, c. per pound; (7) No. 2 Red 
Chicago, $ per bushel; (8) No. 8 Yellow, 
Chicago, $ per bushel; (9) Light, Chicago, 
c. per Ib.; (10) Top, Heavies, Chicago. 
c. per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(18) Ohio, Delaine, unwashed, c. per Ib.; 
(14) Medium Burleigh, Kentucky, c. per 
Ib.; (15) Raw Cubas 96° Full Duty, c. per 
Ib.; (16) Refined, c. per Ib.; (17) News- 
print per carload roll, c. per Ib. 




















supplies away from the mills. As sug- 
gested in our last review, this difficulty is 
not expected to be removed for some 
time. A few mills have been compelled 
to restrict operations to meet the situa- 
tion, but no general falling off seems like- 
ly to result, although the car shortage is 
now the limiting factor in steel-mill out- 
put. 

Heavy buying of railroad supplies is 
the principal sustaining influence in de- 
mand for finished steel. The railroads 
are straining every effort to meet the vol- 
ume of traffic which is being offered 
them and there has been no let-down in 
buying of equipment of all classes. Full 
advantage was taken of the opportunity 
to order steel rails during September be- 
fore the $43 a ton quotation went into 
effect, and it is evident that the rush of 
buying on this account was a material 
factor in expanding unfilled tonnage for 
that month, as reflected in the 740,000- 
ton increase in orders on the books of 
the U. S. Steel Corporation. Business 
booked by the big company is now at the 
highest level since the month of Feb- 
ruary, 1921. 

Buying of ‘nished steel from other 
sources appears to have quieted down, 
but the mills are well supplied with or- 
ders which should keep them busy until 
the next wave of demand comes along. 
Premiums for early delivery are gradual- 
ly disappearing and the entire price situa- 
tion presents a more marked appearance 
of stability. It is entirely possible that 
consumers are hoping for some recession 
in current prices before renewing activi- 
ty on an extensive scale. 

Although the average price level has 
declined slightly from recent tops and 
it is possible that further recessions will 
be recorded, it is unreasonable to expect 
a return to the low prices of earlier 
months, since producers manifestly will 
be unwilling to again sell below cost as 
they had been doing. Furthermore, costs 
of production are now considerably 
higher and industrial recovery has gone 
far enough to support the market on a 
sound basis. 

The situation in pig iron is different. 
Resumption of production on a large 
scale has relieved the condition of scarci- 
ty lately complained of, and prices, which 
were pushed to rather extreme heights, 
have been moving downward to a level 
more in line with natural market condi- 
tions. 





RUBBER 





Price Advances 


The crude rubber market has been ex- 
cited recently on account of adoption by 
the British Colonial Office of the Steven- 
son plan to restrict production in Great 
Britain’s Asiatic possessions, the restric- 
tions to become effective November 1. 
From a low point at 1334 cents a pound 
crude rubber jumped rapidly, touching 
nearly 20 cents, under the influence of 
speculative buying. 

Evidently the British government has 
decided to proceed in an attempt to sta- 
bilize the industry regardless of the atti- 
tude of Dutch interests, all efforts to se- 
cure the latter government's cooperation 
having failed. 

With the rubber market in its present 








THE TREND 


STEEL—tTraffic situation unimproved. 
Premiums still being paid for 
prompt deliveries but this ten- 
dency less general and prices are 
less firm. Railroad demand feat- 
ures buying, which is otherwise 
quiet. 

METALS — Copper buying moderate. 
Price tone somewhat easy. Zinc 
stocks again reduced. Immediate 
demand appears satisfied and 
quotations have receded slightly 
from high point. Leady steady. 
Tin improving. 

OIL—Continued heavy production of 
domestic crude oil unfavorable. 
gasoline weakening as motoring 
season ends. Oher products show 
no important changes. 

SUGAR—Prices of both raw and re- 
fined recover most of recent de- 
cline from year’s high levels. 
New tariff an influence but de- 
mand is again active. Outlook 


good. 

MOTORS — Situation generally un- 
changed. Production in Septem- 
ber about 24% smaller than 
August. Industry in sound posi- 
tion for next season. 

COAL — Market temporarily rather 
quiet and prices easy. Advent of 
colder weather expected to bring 
out heavy demand. Production 
still restricted by car supply. 

SUMMARY—Business continues steady, 

upward course with participation of 

various industries becoming more gen- 
eral. Stringency in the labor supply, 
rising commodity prices and scarcity 
of goods in many instances, phenom- 
ena usually attending a period of re- 
vival, are in plain evidence. Buying 
to build up depleted stocks more pro- 
nounced. Production being expanded 
conservatively. Prospects for con- 
tinuation of improvement are excellent. 
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animated state, it is difficult to 
determine what the true effect of 
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urgent. Scarcity is pronounced 
in several directions, more espe- 
cially in some dye-stuffs where 





the restriction policy will be. As 
already stated, buying has been 


speculative, manufac- 
turing interests displaying no _ inter- 
est to speak of. The speculators have 
purchased with an idea that quotations 
will eventually be established at much 
higher levels. The rise cannot be re- 
garded as an entirely healthy one under 
these conditions, although it is probable 
that the lowest level of crude rubber 
prices has been seen for some little time 
at least. Meanwhile it will be of inter- 
est to see with what degree of success 
the restrictive policies are administered. 

That tire manufacturers will be great- 
ly affected by the new conditions seems 
unlikely. Although rubber is the largest 
item, in point of weight, entering the 
manufacture of pneumatic casings, the 
cost of a pound of this material is so 
low that an increase of a few cents 
makes relatively little difference in cost 
of the completed tire. Then, too, it is 
reasonable to believe that the tire mak- 
ers have taken full advantage of the low 
prices lately ruling to contract for fu- 
ture requirements of crude rubber, thus 
protecting themselves against an advance. 


Conditions in the tire industry do not 
appear to be very different from those 
previously noted, but there are faint in- 
dications of future betterment. Not much 
can be expected during the remainder of 
the current year, since the season of 
greatest dullness has begun, although 
production is being sustained at higher 
levels than is usual at this time. The 
paramount difficulty, however, is that of 
prices for finished product. 


With margins of profit as small as they 
now are and the tendency of practically 
all costs to move upward, it is apparent 
that producers will seize the first oppor- 
tunity to adjust prices to a level more 
in keeping with conditions. Further- 
more, an increase would have a stimulat- 
ing effect upon dealers, giving them the 
— needed to lay in adequate sup- 
plies. 


almost entirely 





TOBACCO 











Cigarette Production at Record 


Business in the tobacco industry, in- 
sofar as the production of cigarettes is 
concerned, may be said to be booming. 
Output of 64 billion cigarettes in the 
month of August marks a new record in 
the history of the trade and attests the 
increasing popularity of this form of to- 
bacco. Production in July of the current 
year was more than 1.1 billion cigarettes 
under the August figure, showing the 
rapid strides made in the latest period 
for which figures are available. Inci- 
dentally, the August record betters the 
output of that month for 1921 by 24% 
and is 75% greater than 1920. 

Cigars have not done so well, since 
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production in August was only 3% over 
last year and 4% under 1920. Manufac- 
tured tobacco, however, is holding its 
own with 38 million pounds against 34 
million in 1921. 

There has been no change in the price 
situation with respect to cigarettes, but 
it seems safe to say that, in an industry 
where earnings are dependent upon small 
margins of profit with a large volume 
of sales, current stability of prices and 
record-breaking production are indicative 
of very satisfactory results from the 
standpoint of income. 

In the cigar business, conditions are 
somewhat less favorable. High wages 
and advancing prices for tobacco and ma- 
terials mean maintenance of present or 
even higher quoiations on cigars. The 
tendency would appear to be toward the 
8 and 10-cent brands and away from the 
5-cent grades which were not profitable 
even before the rise in costs became so 
pronounced. The use of labor-saving 
machinery is increasing as manufacturers 
find it imperative to keep operating costs 
within bounds. 

Cigar makers are preparing for the 
rush of demand which should attend the 
approach of the winter holidays. Their 
plants are even now reported to be ex- 
periencing difficulty in keeping up with 
the wants of the trade, despite the fact 
that the production figures above re- 
ferred to do not indicate the marked ex- 
pansion enjoyed by other branches of the 
industry. 

It is evident that the course of the 
tobacco industry is upward and that to- 
bacco companies generally should con- 
tinue to be favored by excellent business. 





CHEMICALS 











Outlook Improving 


Conditions in the various branches of 
the chemical industry are not entirely 
uniform. It is true that the period of 
depression and inactivity seems to have 
definitely been passed and gradual im- 
provement is to be expected, but activity 
is developing rather reluctantly in most 
branches of the trade. Straightening out 
of the recent labor disturbances has 
cleared the path for industrial expansion 
so that, with business resuming recovery 
where it was interrupted, the prospect 
for greater consumption of industrial 
chemicals is bright. In fact, demand is 
already broadening. Drugs, fine chemi- 
cals and dyes on the other hand, are com- 
paratively quiet. 

Generally speaking, conditions with re- 
spect to production and supplies of avail- 
able material are the same in the majori- 
ty of items. Manufacture has been on 
a restricted basis for a long time and 
demand cannot be readily supplied when 


THE 


Government surplus had been 
coming onto the market until lately. 
In these instances, the stocks of Gov- 
ernment material have operated to dis- 
courage production and now that con- 
sumption has absorbed this surplus 
sooner than anticipated, manufacturers 
are unable to meet requirements and 
prices have risen sharply. 

The new tariff has had a marked effect 
on the situation, causing prices to ad- 
vance 10%, on the average, in the heavy 
chemical list. While the higher duties 
are thus responsible for the major share 
of the recent rise, broadening demand is 
an added factor. 

Quiet prevails among the fine chemi- 
cals where price appreciation is almost 
entirely due to the tariff. Demand for 
drugs is fair. Moderate but steady im- 
provement is looked for with the price 
trend upward. Dyes generally are quiet 
although there is noticeable activity in 
tanning extracts which are more actively 
sought by the leather industry. Consum- 
ers are purchasing in larger quantities 
than for some time past. 

As a whole, the chemical industry 
should gradually improve, since the con- 
dition of light supplies in all lines and 
growing scarcity in many, tends to accen- 
tuate prices and encourage production. 

A feature of the situation is to be 
found in the expansion of exports dur- 
ing the current year. Whereas export 
trade in January recorded a decline of 
53% from the corresponding month of 
1921, the percentage decrease has shown 
a progressive shrinkage each month, the 
decrease for the eight-month period end- 
ing August registering a drop of ‘only 
0.8% from the same period last year. It 
would therefore seem probable that ex- 
ports for the current year will exceed 
the total for 1921 by a fair margin. 





PAPER 











Conditions Uniformly Good 


The paper industry generally appears 
to be on the threshold of a period of ex- 
cellent business, not to say prosperity. 
Conditions, except for the interval of the 
recent strikes, have gradually improved 
and every indication points to further 
material progress, with the newsprint 
branch still pointing the way. 

Demaud for most kinds of paper is 
increasing, due not so much to a repe- 
tition of small orders as to buying in 
larger amounts, a condition that suggests 
light supplies in the hands of consum- 
ers. This augurs well for continued good 
business on a sound basis and would ap- 
pear to justify confidence of manufac- 
turers in looking for greater volumes of 
sales in coming months. 

It is not to be inferred that a boom 
is coming, in fact interests in the trade 

(Continued on page 1053) 
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A Financial 


N the early summer of 1812 

—110 years ago—the City 
Bank was granted its charter by the 
State of New York and began its 
business career at 52 Wall Street, 
across the street from its present 
head office. 


This financial background of more 
than a century, during which the 
United States experienced such a 
remarkable period of national 
growth and expansion, became 


The National City Company 


National City Bank Building, New York 
BONDS SHORT TERM NOTES ACCEPTANCES 


of 110 Years 








Background 


the heritage of The National 
City Company when it was es- 


tablished. 


Today, the Company, with its 
chain of American and Canadian 
offices and its staff of field repre- 
sentatives in daily touch with Wall 
Street through 10,000 miles of pri- 
vate wires, brings to the Bankers 
throughout the continent a quality 
of investment service that carries 
with it many definite advantages. 
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Activities of the 





Investors’ Vigilance Committee 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. C. 


N the last issue of THE MAGAZINE OF 

Watt Street, the INVESTORS’ 

VIGILANCE COMMITTEE an- 
nounced that its plan was ready and that 
it was functioning. Since that time the 
forms used in the operation of running 
down peddlers of valueless or near value- 
less securities have been mailed to prac- 
tically every Chamber of Commerce or 
Business Organization in the United 
States. 

Confidential Bulletins have been mailed 
to several Chambers of Commerce advis- 
ing them, from advance information re- 
ceived by this Committee, that a certain 
stock-selling campaign was about to be 
inaugurated in their midst and sending 
them full information on the outfit that 
was about to launch it. Advance infor- 
mation has been sent to the local Vigilance 
Committee, which will save thousands of 
dollars to the townspeople who might be 
tempted to succumb to the smooth sell- 
ing talks of glib-tongued promoters. 

In letters to the Chambers of Com- 
merce and business organizations of the 
country, the committee asked that their 
president appoint, if one had not already 
been appointed, a committee to be known 
as “The Local Vigilance Committee,” 
consisting of five.members, the local com- 
mittee to receive and keep for future 
reference all information on stock-selling 
schemes, analyze and make reports on 
propositions submitted to them and give 
information with the help of the In- 
vestors’ Vigilance Committee on all re- 


quests for same from members of their 
own local organization. 

The procedure is this: When a mem- 
ber is thinking of investing he will apply 
to the local committee for what informa- 
tion they may have on this particular 
proposition, the committee in turn will 
get in immediate touch with the Clear- 
ing House Department of the Investors’ 
Vigilance Committee for a complete an- 
alysis and report of the proposition in 
question. Upon receipt of this informa- 
tion it will be transmitted immediately to 
the member verbatim for his information 
and guidance. 

Cards supplied by the main committee 
are to be given to every individual mem- 
ber of a local organization. These cards 
bear the following cautionary remark: 
“Personal interviews will not be granted 
to salesmen selling stocks, bonds or other 
investment securities, unless their propo- 
itions have been duly presented and re- 
leased by the Local Vigilance Commit- 
tee.” A salesman having a real legitimate 
proposition will be glad of the oppor- 
tunity to submit it to the committee, but 
the fake or fraudulent promoter will ob- 
ject, as his scheme will not be presented. 
Since personal interviews will be refused 
to salesmen until such time as the promo- 
tion plan is released by the Local Vigilance 
Committee there is only one thing left 
for the promoter to do and that is to 
leave town and head for another locality, 
where he will find the same reception 
awaiting him, as our plan covers the en- 
tire country. 





In the Next Issue 


IS THE U. S. OVER-RAILROADED? 


Is the failure of railroad transportation to maintain itself in New England 
a premonition of what will happen in all the railroad systems of the country? 
Read this article and learn the real position of the carriers. 


INDUSTRIES AT THE TURNING POINT 


Some industries, despite the continued progress in business, have been 
lagging behind up to this time and their securities accordingly have lagged be- 
hind with them. Which industries these are will be told in the next issue to- 
gether with an outline of their near-by prospects. 


WHY THEY ARE DECLARING STOCK DIVIDENDS 


No feature of present stock market activity is so little understood as the 
reason for the unusual volume of recent stock dividend declarations. Why stock 
dividends are being declared and their inner significance will be completely dis- 
cussed by one of the foremost tax-experts in the country. 


RAILROADS—INDUSTRIALS—OILS 


Over twenty companies analyzed, together with a summary of their present 
market position. A special article will be found giving a list of oil companies 
whose securities are no longer in an attractive position. 
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Now in case the proposition is sub- 
mitted by the salesman, it will be care- 
fully examined by the Local Committee 
on the basis of the information given 
them, and what they have on file, also if 
needed, from a full report on the promo- 
tion that will be forthcoming to them 
upon request from the Investors’ Vigi- 
lance Committee. A release sheet will 
be granted to the salesman setting forth 
the findings of the committee and if fa- 
vorable he will be at liberty to offer his 
stock or securities to the investing public 
of that locality, giving them the benefit 
of a service that is far reaching and 
setting forth the true facts for them be- 
fore they tie up their money in a fly by 
night deal. In no case will the local com- 
mittee endorse a proposition, simply 
classing it as an investment, a speculation 
or a gamble, issuing their findings on the 
release sheet in all cases signed by their 
entire committee and attested to by the 
Secretary of the local Business Organiza- 
tion. 

Forms for the reporting of security- 
selling propositions fostered on the com- 
munities will be supplied the local com- 
mittee together with blanks for request- 
ing information from the Investors’ 
Vigilance Committee. Also posters set- 
ting forth “six questions to ask yourself 
before investing” may be had for distribu- 
tion to local banks, factories and public 
places for the education of the public. 

Complete and comprehensive reports 
will be issued to the local business or- 
ganizations upon their request, in case 
some industrial prospect wants a bonus, 
free site, for the location of a plant, or a 
guarantee of sale of a given amount of 
their securities to the citizens of that 
community. This service alone will save 
thousands of dollars to business organiza- 
tions on expenses of investigating com- 
mittees not to mention the money saved 
individual investors. It will also spare 
the community in many cases from the 
unpleasant memory of a foundation 
trench and a lot of stock certificates as 
souvenirs of a company that once was to 
employ two thousand hands at maximum 
wages when their plant was built. 


This page has been donated by THE 
MAGAZINE OF WALL Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Com- 
mittee, with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organisations 
of the Nation. 

The statements contained herein are 
not guaranteed but are based upon in- 
formation which we believe to be accu- 
rate and reliable.—Editor. 
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Would You Try To Sell 
~lim An Aufo9 


He certainly needs one, but hasn’t the funds! 


Simply a case of wasted effort on the part of the salesman. Millions of 
coolies who are logical users of his commodity, and not one possible buyer among 
them. 


In a recent circular we mentioned the fact that a New York Stock Exchange 
firm received 36 inquiries from their first advertisement in THE MAGAZINE OF 
WALL STREET, while the same ad, run in New York’s leading morning news- 
paper produced but 5. This is the reason: 


*Statistics show that while twenty-five years ago, some 
60% of the orders on the New York Stock Exchange 


came from this city, and 40% from the rest of the country, 
now only about 20% come from New York, and 80% 


from the rest of the country. 
Like the salesman above, the Broker appeals to the wrong people, when he con- 
centrates his advertising in mediums of local circulation only. 


This publication opens to him the most efficient means of approach to the huge 
outside market, and it carries his message to ONLY the people who possess the 
funds to act upon it! 


* Quoting Mr. J. Edward Meeker, Economist to the Committee on Library, New York Stock Exchange. 


We will be glad to mail you our interesting illustrated analysis, based on an investigation 
made among our subscribers. (Address Advertising Department.) 


42 BROADWAY, N. Y. , TELEPHONE BROAD 5793 


The largest proven paid circulation of any financial publication in the world. 
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Odd Lots 


Give unusual diversifica- 
tion for both large and 
small investors to trade in 
listed securities. 


Our new booklet explains 





the many advantages. 


Ask for M. W. 196 


100 Share Lots 





John Muir & (p. 


Members New York Stock Eachange 


26 Court St. 


Brooklyn 


61 Broadway 
New York 




















MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in 
his circumstances. 


Many investors maintain a pet- 
sonal correspondence with our 
statisticians and in that way keep 
in close contact with changing 
market conditions. 

If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail” 
to those interested, on request 


GRAHAM & MILLER 


Members New York Steck Exchange 
66 Broadway New York 
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Pre-War 
Period 
1909-138 
RAILS: High Low High 
Atehiges .cccccceccccccccclie 90% i111 
a ee oo ee eelO6 s¢ = 108 
Atlantic Coast Line.....-..)4834 102% 
Behdmere Ohio 1584 ord 
Canadian Pacific. 283 165 220% 
: & Ohio 61 71 
a Great Western. . | 1 17% 
28 47% 
Cc M & St. Paul 165% 4 107% 
130 143 
Chicago & Northwestern....198% 1 136 
Chicago, R. I. & Pacific.... .. ee 45 
Do. 7% bas,  pkeemeine e ee ee 94 
 * 5 Senet He ee 80 
Cleveland c. ra & St. L.. 924% 884 soi 
Delaware & Hudson........ “200 147 159 
aanware, Lack. & 
re Ee Pel ccecee 
ss 5, eppeegeeie 
Great Northern Pfd. ee 
Illinois Central........ ---162 
Kansas ad Southern. . ee 
i Mi sebpikewnes oon, w 
Lehigh Wn 0 002000 sen0es 121% 
Louisville & Nashville...... 170 121 141 
Minn. & St. Louis......... "65 *12 36 
Mo., Kansas & Texas....... 513 17% 
_ 4, Orreeeset: 78 46 
Mo. Pacific..,.. beeneenecel *214 38% 
aeeeeseneeeee ° 
AO eee 147% 90% 114 
N. y~ chteeee & St. Louis...109 90 90% 
= 2 & Hartford. . ..174 4A 65 89 
Y. sy & Ww peeesteoum 55 25 35 
Norfcik & Gest 84% 147 
Northern Pacific...... oon 1014 118 
DUGREEIENED « cccenceoee een 75 53 61% 
Pore Blarewetes..ccccccesces *15 38 
Pn ae Us. WOkscceseseces . es 40 
MEE scncncteuesnenseon 59 115 
"SS  & . Seemeeqeceee 41% 46 
5 |}, eepqetes 42 52 
St. Louis-San Francisco... - *13 50% 
St. Louis Southwestern. . 40 18% 4] 
tS eeeequgee= 82 47% 65 
Southern peek eeevecceses 139 83 110 
Southern Ry . eee 
Do. Pfd... 


Texas Pacific. 
Union Pacific 





Western Maryland .........*56 #40 23 
Western Pacific ......... arr ee 25% 
Do. Pf ivendedcaséseeeuell eee 64 


INDUSTRIALS: 
Allied Chem.........-- seeee oe v ee 
Do. Pfd 





Am. Beet Sugar......-....+ 77 19% 108% 
Am. Bosch Mag........+++ © ss es - 
Bam. GER .ccccccccccccccese 47 6% 


ty aitcaainateamanenginneete: 
Am. Drug Gyes.. 
Am. Hide & L 
Do. Pfd.. 
Am. Ice ........- 


eee eee eeenee 
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Am Safety Razor... cccccces oo 
Am. Ghip @ Com... .ccccccce os 
Am. Cae © Bs. concceevs 105% 
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Price Range of Active Stocks 


Pre-War War 
Period Period 
} 
1909-13 1914-18 
High Low High Low 
INDUSTRIALS—Contiaued: 









Chino Copper 
Coca Cola...... 
lum. Gas 
Columbia Graph 
msol. Cigar 
i» GED sccee 
Corn Prod... 
Do. Pfd......cccccccecess 
uba @ Buger...cccccece o> a 
Cuban Amer. *33 04=— 273 *38 
= Rubber ee a. si 
=: ty 
Gen Asphalt 
1 Electric 187% 118 
Gen’l Motors *850 *74%4 
Do. 6% Pfd 72% 
Do. 6% Deb ee on 
Do. 7% Deb es a 
BEE ccccccccccocceeees 80% 19% 
Ye RE 116% 79% 
Gt. Nor. Ore 50% 22% 
Houston Oil 86 10 
Hudson Motors.......++.++ ++ ee - 
Hupp Motors es 114 4 
Inspiration .........cecses0 74 14% 
Inter. Mer. Marine 9 % 50 4 
Do. Pfd....... - A 125% 
Inter. Nickel . 57% 24% 
Inter. Paper . 75% 9% 
Invincible Oil... ee a 
ES GD oc ccccgceccceccces 08 ee es a 
Kelly Springfield..........+ «+ ee 85% 386% 
Do. 6% Pid... ccocccccese oe ee 101 72 
Kennecott ....6..-seeseeeee oe ee 64% 25 
Keystone Tire. ........++.++ +. - 46:4 11 
—~? Beles ceonncees 55% 28 26% 
Dsecevecgaseetes oe ee ° 
oie tne a eReeheEseEtehese an i 
Mexican Pet........-.. 41 129%, 46% 





Miami Copper.... 
Middle States Oil... 
Midvale Steel ...... 
BEE EGO cccccecceccceces 
N. Y. Air Brake 
T, We GE Kccsvcccoescess 4 


eee eee eee eeeeee oe 


Do. 
Pachlie Oll...ccccccccccese 
Pan. —. PUR: cocccccvces ‘ 
Do. B......eececseeeesee os 


Ray ao iin cscesceueese 
Replogle 7 nneeseeecooess 
se 5 GP We cens cosence 49% 


Republic Motors. 


Sinclair Con. Oil.. 









Sloss Shef. Steel. . vn 
Stand. Oil N. J..........- 
s Do. ye pesereuressess oe ee 
tromberg Carb........+.+. -- ae 
a es oseeeces eevecces 49% 15 195 
De. Pibccccccccccccccese 98% 64 119% 70 
Superior Steel...........+++ «- ee 96 30% 
Tenn. Cop. & Chem........ .. on 21 ll 
, S ‘ogres 144 74% 243 112 
Tex. Pac. C ‘ee ee : - ae 
Tobacco Prod 25 
Transcontl. Oil. on 
Gales Fruit. . 105 
5% 
15 
44 
91 
20 
38 
102 
48% 
22 eo 15 
62 115 80 
56 108 53% 
fs max O74 = 
Willys Overiand..........-.°78 oe 869585 16 
Wilson Ca... nc ccccccccccee ee om Sx 


Bk aetwrerth cesccccccccoccch tte Mee im 


© Old stock. ¢ Bid price given where ne cals made 
for OCTOBER 28, 1922 


Post-War 
Period 
1919-21 —1922—. 
High High Low 
88 63 98 83 
1164 22 oes 29 
114 67 82 63 
67% 41 32 
141 88 79 47 
Bo 168 35% Bs 
43% «18 82 41 
69 89% 114 64 
75% 24 5 1 
80 13 42 18 
106 714 145 85 
105 46 «182 91% 
112 96 120% 111 
278% 49 98 52 
59% «CG 19 8 
= 1 28 14} 
19% 11% 
64% 49% 27% 12% 
160 2% 78 55 
176 109% 189 136 
42 9% 15 8% 
95 63 86 69 
94% «60 86 67% 
94 69 100 79 
93 26 44% «282 
109; « Ss 91 80: 
45 31 
1169 40 91 a 
isu “ise 23% 10% 
68 28 45 87% 
67 7% 27% 18 
128 86 87 53 
33 11 19 iii 
wa th St 
4 12 
™ 2 3 3 
164 25% 53 34 
110% 70% 107 90 
43 14 39 25% 
126 8 24 6% 
107 82 85 “4 
384 10 23% 11 
28 7 14 9 
264 233 


76 

26 % 
64% 12 

29 52 

154 32 
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41 71% 
25 45 | 
20 36 
57 82 
7% 121% 
38 654 
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Investment 
Cooperation 


T is our endeavor to co- 

operate with our clients 
at all times, by helping 
them to obtain the maxi- 
mum return on their in- 
vestments consistent with 
conservatism. 
To that end, we are always 
glad to review lists of se- 
curity holdings, and to 
suggest exchanges where 
desirable. 
In this service, equally 
careful attention is given 
to mail and personal in- 
quiries. 
Bi-weekly financial letter for- 
warded regularly to interested 

investors. 


Mc DONNELL & (Co. 


120 BROADWAY 


NEW YORK 


Members New York Stock 
Exchange 





SAN FRANCISCO LOS ANGELES 




















FELLOWES 
DAVIS &CO. 
Established 1886 


Members 
New York Stock 
Exchange 


STOCKS AND 
BONDS 


for Investment 


Securities carried on 
conservative margin 


52 BROADWAY 
NEW YORK 
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Listed and Unlisted 
Bonds and Stocks 


én all important 


American 
Canadian 


European 


Markets 


Private Wires to Principal Cities 


A. A. Housman & Co. 


Members 


New York Stock Ex. New York Cotton Ex. 
New Orleans Cotton Ex. N. Y. Coffee & Sugar Ex. 
New York Produce Ex. Chicago Board of Trade. 


Associate Members of 
Liverpool Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Building, Philadelphia 
Woodward Building, Washington 

Amsterdam, Holland 




















Listed and Unlisted 
Bonds and Stocks 


In All Important Markets 





Our October Market Letter 
includes timely articles on 
Baldwin Locomotive | 
Great Northern 
Atlantic Coast Line 
American Car & Foundry 
Chicago & North Western 
May Department Stores 
F. W. Woolw 
International Harvester 
U. S. Rubber 
Allis-Chalmers 
Statistical Position of Wheat 
The Cotton Situation in a 
Nutshe 


A copy will be sent upon request 
for MW. 


IPE. as» Wirrre 
Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board oj Trade 
43 Exchange Pl., N.Y.C. 


Telephone - Hanover 0607 




















ANSWERS TO INQUIRIES 


(Continued from page 1022) 





GREAT NORTHERN ORE. 
P. & L. Surplus Reduced 


How do you regard Great Northern Ore? 
I purchased some for speculation lower down 
but in view of the good return am considering 
holding it for investment.—T. A. F., Shreve- 
port, La. 

In our opinion, it is advisable for you 
to sell out your Great Northern Ore. It 
is true that this stock has been paying 
$4 per share per annum, but for several 
years it has not earned anything like as 
much as this, and has paid the dividends 
largely out of accumulated surplus. This 
surplus has now been materially reduced 
and, in our opinion, the dividend will 
have to be cut in the near future. Un- 
der these circumstances, we feel that the 
present time is an excellent one to sell 
out. 


MAXWELL MOTORS 
Benefiting by Better Management 


Please let me have what data is available 
as to the present financial condition of Maz- 
well Motors and earnings this year.—aA. A. H., 
Toledo, O. 

Maxwell Motor in the past has been 
handicapped by having an inefficient or- 
ganization. Apparently, this fault has 
been rectified as the company has done 
very well this year and the car has be- 
come popularized. In April, Maxwell an- 
ticipated the payment of $4,000,000 7% 
notes due in 1922. Of the $4,000,000 notes 
due in 1923, $1,750,000 were paid off in 
August and it is anticipated the balance 
will be paid before the close of the cur- 
rent year. This will leave $4,000,000 
notes, due in 1924, to be paid off. In 
spite of the fact that $5,750,000 7% notes 
have been paid off the company has on 
hand close to $6,000,000 cash. There 
would appear to be a very good chance 
of the A stock receiving dividends some- 
time in 1923. 

Net earnings after all fixed charges for 
the six months were $1,750,000. After 
deducting Chalmers loss, $1,100,000 re- 
mained. A very constructive develop- 
ment has been the acceptance by Chal- 
mers noteholders of the plan for Max- 
well absorption of Chalmers. It is ex- 
pected that this absorption will soon place 
the Chalmers unit on a profitable basis. 
Indications are that for the full year 
1922, Maxwell will show profits, after 
allowing Chalmers loss, of $2,300,000 
equivalent to about $15 a share on the 
A stock and after allowing for the 8% 
dividend on this issue to about $2 a share 
on the B stock. 


F. W. WOOLWORTH 
Steady Growth of Earnings 


I have held fifty shares of F. W. Woolworth 
common stock for investment for several 
years and in addition to receiving a good in- 
come my principal at present price for the 
stock has greatly increased. What I would 


like to know is should I take my profits now 
or continue to hold the stock for investment? 
—C. V. B., Easthampton, Mass, 


THE MAGAZINE OF WALL STREET 


F. W. Woolworth Co. has one of the 
best records of any of our large indus- 
trial corporations as it has shown a steady 
growth in earnings for many years. Op- 
erating a chain of 5 and 10-cent stores 
the nature of its business is such that it 
is not much affected by hard times and 
in 1921, when most industrial concerns 
had very poor reports, it was able to 
show the largest earnings in its history. 
By adopting the policy of continually 
opening new stores its gross business has 
more than doubled in the past seven years 
with a resultant increase in net earn- 
ings. It is in very strong financial con- 
dition with no bank loans and a working 
capital of about 24 millions. Directors 
have voted to retire the 10 million pre- 
ferred stock at 125 in February, 1923. 
Funds will be provided from cash on 
hand. This will leave 60 millions com- 
mon stock to represent the entire capi- 
talization of the company, éxcept about 
2 million real estate mortgages. Sales 
this year are expected to reach 160 mil- 
lions as compared with 147 millions in 
1921. While this stock is in a very strong 
position we feel that the 55 point ad- 
vance it has had this year has measured 
the possibilities of the company for some 
time to come and that it would be ad- 
visable for you to take your profits at 
present price of 194. 





PUTS AND CALLS 
Should Be Guaranteed 


Please advise me as to the proper method of 
purchasing puts and calls and as to what firms 
are best adapted to this form of trading.— 
W. L. R., Dayton, O. 

It does not matter whom you deal with 
in purchasing Puts and Calls, as the only 
thing you need be careful of is to see 
that every Put and Call you purchase is 
guaranteed by some New York Stock 
Exchange house. This Stock Exchange 
house is then responsible and you need 
have no concern as to the standing of the 
firm you bought the paper from. The best 
way to handle this is to open an account 
with a New York Stock Exchange house 
and then you can write to any Put and 
Call broker and if you purchase one of 
his papers, instruct him to deliver it to 
the New York Stock Exchange house 
and instruct them to receive it and pay for 
it. In Puts and Calls the market varies 
considerably and frequently it is advis- 
able to write in to two or three firms and 
see which one will give you the best 
terms. 


AMERICAN SMELTING & 
REFINING 
Improvement in Earnings 


_ I will greatly appreciate some information 
in regard to American Smelting € Refining 
common stock which I purchased as a specu- 
lation some months ago and which now can 
be sold for a small profit. Are earnings suf- 
ficient to warrant resumption of dividends on 
the common stock? Should I hold or take 
my profit? H. L. U., Deal, N. J. 


American Smelting & Refining Co. for 
the six months ended June 30, 1922, re- 
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ported a deficit after preferred dividends 
of $142,580, as compared with a deficit 
in the last half of 1921 of $3,302,966. 
President Guggenheim in referring to 
his report stated that had it not been 
or certain adjustments applicable to prior 
years the preferred dividend would have 
been fully covered. It is understood that 
earnings in the second half have shown 
« marked improvement over the first as 
copper output is increasing as well as 
‘inc production. The company is free 
of debt and has more than 5 million cash 
m hand. There appears to be little doubt 
ut that the company is in a position to 
esume dividends on the common stock 
at any time and early action along that 
line is anticipated. A rate of $4 per share 
per annum is the maximum anticipated, 
however, and at present price of 63 the 
tock would appear to have pretty fully 
liscounted such action and we believe it 
dvisable for you to accept your profits. 





GENERAL MOTORS 
Organization Shows Efficiency 


Your opinion of General Motors as a long 
mull speculation is desired. Would also like 
o have a few facts in regard to carningas, 
inancial condition and outlook.G. A. W., 
Syracuse, N. Y. 

General Motors last year was regarded 
yy many as being a rather top-heavy or- 
anization in which there was bound to 
a certain amount of inefficiency and 
vaste which would make it difficult for 
t to complete successfully with many 
ompanies with a more compact organi- 
ation. Indications now, however, are to 
the effect that the company has succeeded 
n getting together a highly efficient per- 
sonnel and that it compares favorably as 
egards efficiency with other large auto- 
nobile companies. For the first six 
nonths of 1922 $1.33 a share was earned 
m the common stock. Business con 
inues at a very satisfactory rate accord- 
ng to officials and it is anticipated that 
or the 12 months over $2 a share will 
have been earned. Through liquidation 
f inventories financial condition is good 
it the present time the corporation hav- 
ing enough cash on hand to retire all 
liabilities with several millions to spare. 
The Buick, Cadillac and Chevrolet divi- 
sions have done particularly well and Ca- 
lillac plans capacity operations through- 
uut the winter. We are inclined to take 
in optimistic view of the future of the 
‘ompany, although we do not look for 
much of an advance in the stock from 
present levels of 15 under present market 
onditions. 


REPUBLIC OF HAITI 6s 
Yield 6.25% 


Your opinion of the new offering of Republic 
f Haiti 6% bonds is desired. Do you con- 
sider that the United States interest in Haiti 
vill protect investors in this issue?—G. K. O., 
Newark, N. J 

Republic of Haiti $16,000,000 Customs 
and General Revenues 6% bonds, Series 
\, due 1952, are a direct obligation of 
the Republic of Haiti, and upon the re- 
tirement of certain existing loans pres- 
ently to be redeemed, will be secured by 
a specific first charge upon the internal 
revenues and customs duties of the Re- 
public. In our opinion, investors in this 


(Continued on page 1037) 
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[NVESTMENT 
RECOMMENDATIONS 


Some Poj 
me Points to Remember 


about Diversification 





Do you invest? 
Let this service assist you 


HE monthly booklet 
of Investment Rec- 
ommendations issued by 
this Company aids many 
bond buyers in shaping 
their investment policies. 


The booklet contains a 
carefully selected list and 
descriptions of bonds so 
diversified as to aftord the 
investor a range of choice 
among various types, ma- 
turities, and yields. Ac- 
companying the booklet 


is aleaflet on some phase of 
investments or the invest- 
ment market of interest 
and value to bond buyers. 


Atany of our offices you 
can obtain this booklet 
and the personal assistance 
of our representatives in 
selecting bonds best suited 
to your needs. In addition, 
if you will furnish usa list ot 
your holdings, we are pre- 
pared to review them and to 
suggest suitable exchanges. 





MAIN OFFIC! 
BETHLEHEM, PA 
BOSTON, MASS 
BUFFALO, N.Y 
CHICAGO, ILI 
CINCINNATI, O 
CLEVELAND, O 
ERIE, PA 
HARRISBURG, PA. 


OTHER OFFICES 
NEW YORK 
Fifth Ave. & 44th St. 
Madison Ave. & 60th St. 
ALBANY, N.Y. 
ATLANTA, GA, 
BALTIMORE, MD. 


GUARANTY TRUST COMPANY BUILDING, 140 BROADWAY, NEW YORK 


HARTFORD, CONN READING, PA 
JAMESTOWN, N.Y ROCHESTER, N.Y. 
JOHNSTOWN, PA ST. LOUIS, MO, 


MINNEAPOLIS, MINN 
PHILADELPHIA, PA 
PITTSBURGH, PA 
PORTLAND, MAINI 
PROVIDENCE, R. L. 


SAN FRANCISCO, CAL. 
SCRANTON, PA, 
WASHINGTON, D.C, 
WILKES-BARRE, PA. 









Guaranty Company of New York 














One Hundred Fifteen Broadway 





Individual Investment Service 
Would you prefer 
(1) A Made-to-Measure investment program suited 
to your personal needs? 


or 
(2) Ready-Made lists of available securities? 
We have no booklets or ready-made plans, but we give 


Individual Investment Service 
LAWRENCE CHAMBERLAIN & COMPANY, Inc. 


New York 
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Hydro-Electric 
Bonds 


Bonds of this type issued 

























by well located, long es- 
tablished and _ successful 
companies are generally 


regarded as among the 
most attractive investments 
of today. We shall be 
pleased to submit for your 
consideration a number of 


carefully selected issues 
yielding at present prices 
from 


5% to 6% 


Write for Circular No. 763 


Spencer Trask &Co. 


25 Broad Street, New York 


ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
Members Chicago Stock Exchange 
























































Bond Prices 
and the Future 


It is the question of the 
moment whether or not 
bond prices are now at 
the peak. 


This 
advisability of switching 


question and the 


from Long Term Bonds to 
Short Term Securities is 
fully discussed in our re- 


cent letter. 


ASK For MW-8 


CARREAU « SNEDEKER 


MEMBERS NEW YORK STOCK EXCHANGE 


59 WALL STREET 
NEW YORK 


Tel. Bowling Green 1140 
























ITH Government financing out of 
the way for the time being, inter- 
est once more returned to the va- 

rious other types of offerings. Most 
conspicuous of all the offerings in the 
past two weeks have been the public utili- 
ties with some very large issues put out. 
Among these were the Southern Califor- 
nia Edison Co. gen. and ref. mortgage 
5s offered at a price to yield 5.40%, re- 
flecting the high credit enjoyed by the 
company. Another important issue was 
the Consumers Power Co. $14,000,000 
offering of 5% bonds to yield 5.50%. 
These comparatively low yields are rep- 
resentative of the credit nowadays of the 
principal and strongest public utility com- 
panies. A year or two ago these com- 
panies would have had to pay more. 

Except for the large $18,000,000 issue 
of the Kingdom of Norway 6s, yielding 
6%, and several Canadian issues, the for- 
eign bond market was not especially mar- 
ked by activity. This is not the best time 
in the world to offer bonds of European 
countries though, of course, the Norway 
issues are as strong as any. 


Industrial Issues 


There were several large industrial 
issues, the principal one of which was 
the $15,000,000 issue of 6% bonds, to yield 
slightly over 6%, offered by the Hershey 
Chocolate Co. Another bond to offer 
less than 7% was the Pierce, Butler and 
Pierce Manufacturing Co. offering of 
$2,500,000 in 6%s to yield 6.50%. On the 
average, the stronger industrials today 
can borrow money at a rate considerably 
under 7% which is an improvement over 
the situation a few months ago. It is 
doubtful, however, that lower rates than 
this can be secured at least in the near 
future as the present tendency of money 
rates is upward. 

An extremely interesting issue, repre- 
senting the entirely changed basis of rail- 
road financing in recent months, was the 
$4,500,000 ‘issue of 4%s by the Buffalo, 
Rochester and Pittsburgh Railway Co. 
These bonds were offered at the low rate 
of 4.72% which is about the lowest that 
has been yet seen this year. The fact 
that the bonds are of long-term descrip- 
tion adds interest to the unusually low 
offered yield. Another important rail- 
road issue was the $5,000,000 offering in 
6% bonds by the Missouri Pacific Rail- 
road Co. 

Total volume of financing during the 
past two weeks was extremely high but 
this was due to the inclusion of such large 
issues as the Norway 6s and Hershey 6s. 
The actual number of new issues put out 
in this period was, however, not high. 


Municipals 


There was quite a number of municipal 
issues offered at prices to yield from un- 
der 4% to 4.70%. The status of municipal 
credit has not changed much in recent 
weeks, yields offered being about the 
same as those seen during the greater 
part of the current year. Tax-exempt 
features connected with these securities 
are still considered inviting, accounting 
for their successful flotation despite their 


Current Bond Offerings 












NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Yield Off’d 
Amount (%) 
City of Philadelphia.$8,794,000 3.935 
{ 1,172,000 4.40 
City of Norfolk... 650,000 4.40 
2,000,000 4.50 
State of Mississippi.. 1,000,000 4.25 
Wilmington, N. C. 000 4.50 
State of N. Carolina 2,300, 000 4304.25 
Astoria, N. C. 400,000 4.76 
FOREIGN 
So. Vancouver, B. C. $500,000 5.60 
Kingdom of Norway.18,000,000 6.00 
PUBLIC UTILITY 
Southern California 
DE seesennnt $10,000,000 5.46 
Consumers Pr. Co.. 14,000,000 5.30 
Southwestern Gas & 
Electric Co...... 2,500,000 6.75 
RAILROADS 
Buff., Roch. & Pitts. 

TE scpaeeonauud $4,500,000 4.72 
ssiaseusi Pacific Ry.. 5,500,000 6.00 
INDUSTRIALS 
Hershey Choc. Co. .$15,000,000 6.12 

Pierce, Butler & 
Pierce .... .+- 2,500,000 6.50 
A. E. Little Co. 1,500,000 7.00 




















unattractive returns. Considerable agita- 
tion prevails for the reduction of the 
amount of future non-taxable issues but 
this is not likely to be a great factor as 
a Federal amendment would be required 
and this, of course, would take a con- 
siderable period to pass. 





SULPHUR STOCKS AS 
INVESTMENTS 
(Continued from page 1003) 
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is that for the six months ended May 31, 
1922, in which period the company made 
a small net profit on sales and reported 
a net income of $115,000. It was ex- 
plained, however, that this net income 
was before allowing for depletion and 
taxes which were estimated at about 
$200,000 for the six months in question. 
In other words, the first half of the fis- 
cal year which ends November 30 next 
does not show a recovery in earning 
power, but recovery during most of that 
particular period perhaps was not to be 
expected as general business was not par- 
ticularly good and it is likely that the 
demand for sulphur was relatively small. 
In addition, the company has had to 
reckon with increasing competition from 
Texas Gulf Sulphur. During the period 
from April, 1921, to May, 1922, sulphur- 
mining operations were practically sus- 
pended because the company had over 
300 thousand tons above ground and it 
was a question of waiting until demand 
caught up with supply. 


Conclusion 


As of May 31, 1922, treasury position 
seemed fairly satisfactory. Total current 
assets of 4.7 millions compared with 
$219,000 current liabilities. The esti- 
mated value of the sulphur deposit is 
placed by the company at a little over 
21 millions and including this the book 
value of the shares is in the neighbor- 
hood of $55 or more than twice current 
market values. 
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Nevertheless, Freeport Texas stock is 
not to be measured by the estimated value 
of sulphur reserves—the main problem is 
to mine and sell this sulphur at profitable 
figures. It now seems likely that the 
company is recovering slightly from the 
unsettled conditions of the past two years 
which were precipitated by the large 
amount of sulphur left on hand at the 
end of the war—followed by the general 
business depression. It is evident, how- 
ever, that the earning power back of 
the shares is not yet at a substantial 
figure and until it increases the stock 
is entirely in speculative ground and 
an issue whose permanent rise seems 
destined to be slow. 


UNION SULPHUR COM- 
PANY AN INACTIVE 
ISSUE 


The Union Sulphur Company is one 
of the best-known companies that mines 
sulphur in the United States and yet 
there is probably as little known about 
the company’s corporate affairs as there 
is about any corporation in any line of 
industry. 

Union Sulphur was incorporated in 
1896 and owns a sulphur mine located 
near Lake Charles, Louisiana, the de- 
posit being known for years as one of the 
richest and most productive in the coun- 
try. There is outstanding $200,000 capi- 
tal stock and no funded debt—no earn- 
ings statements are issued—the dividend 
record is not made public and yet it is 
quite generally known that the company 
has made big profits for years as mea- 
sured on capitalization. The shares have 
no open or general market, but once in 
a while there may be private transactions 
in the stock which commands undoubt- 
edly a very large premium above par, 
which is $100. Outside of the company’s 
importance to the industry in which it is 
engaged there is no public interest and 
of course the shares are unattainable by 
the average investor. 





ARITHMETIC AND 
STOCK VALUES 
(Continued from page 999) 











still being recommended as among the 


most desirable of industrial common 
issues. 

Indirect Methods 
Where companies feel handicapped 


through having only one class of stock, 
they sometimes revise their capitaliza- 
tion through the payment of a large ex- 
tra dividend in new preferred shares. 
Special distributions of this kind, amount- 
ing to 50%, have been made by Ameri- 
can Zinc and by Virginia Iron Coal and 
Coke. Unfavorable market conditions di- 
rectly following these operations make 
it difficult to judge to what extent the 
stockholders have benefited thereby. 

A very interesting case of indirect capi- 
talization is presented by American Steel 
Foundries. For many years this was the 
only one of the equipment companies 
without preferred stock. On this account, 
its large earnings during the war period 
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the upper right corner of your checks 
means that your banker provides you 
with checks that are covered by 
$1000.00 of insurance against loss 
through fraudulent alteration. 


It means that you don't have to trust 
to ingenuity for protection, but can write 
your checks with pen and ink or type- 
writer with positive assurance that you 
are protected from check raisers. 


These checks are “The Safest Checks 
in the World.” Insurance makes them 
so. This is the only positive protection 
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Profitable 
Thrift 


Just “saving” isn’t any fun— 
but saving that starts returning 
you a profit right away is a 
mighty pleasant and interesting 
way of increasing your income. 
That is why we developed the 
Herkins Partial Payment Plan 
—an agreeable way of accumu- 
lating high-grade, income pay- 
ing bonds. 

We offer only the best bonds 
listed on the New York Stock 
Exchange or of equal quality, 
paying a good rate of interest, 
reliable, and salable at any time. 
You make your own choice from 
our list and your income starts 
from the day you make your first 
payment. 
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offerings and booklet ex- 
plaining this attractive plan. 
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did not show up as spectacularly as those 
of Baldwin or American Locomotive, and 
its stock ranged considerably lower. The 
situation was changed in 1919 through 
the acquisition of another large enter- 
prise—Griffin Wheel Co.—by issuance of 
about 9 millions of new preferred stock. 
Since Griffin Wheel normally earned sub- 
stantially more than the 7% dividend re- 
quired by this preferred, its surplus prof- 
its now go to increase the earning power 
of American Steel Foundries common. 
The success of this transaction from a 
market standpoint is now becoming evi- 
dent. Steel Foundries is keeping pace 
with the advance of the other equipment 
companies, whereas in the previous boom 
period it had lagged behind. 

These concrete examples have been 
made so numerous in order to dispel a 
natural impression—namely that capi- 
talization structure is primarily a_ theo- 
retical conception, with remote practical 
significance. It must not be imagined, 
however, that the expedients described 
above can be applied indiscriminately to 
all companies, with unvarying success 
and without compensating disadvantages. 

In prosperous years it is undeniably 
true that the smaller the proportion of 
common stock to total capital, the larger 
the earnings per share. The company 
with the most speculative capitalization 
makes the best showing. But when pe- 
riods of depression bring a sharp shrink- 
age in profits, then the situation is re- 
versed. Not only do the large earnings 
on such common stocks decline with 
alarming rapidity, but frequently the pre- 
ferred dividend and even the bond in- 
terest is not covered, resulting in serious 
embarrassment. But the conservatively 
capitalized company has no problem of 
heavy fixed charges, and comes through 
hard times with far less difficulty. 

The situation here has its direct coun- 
terpart in the stock market itself—among 
those who own their securities outright 
and those who carry them on margin. A 
rise in prices evidently brings a larger 
profit on the capital of the marginal 
trader than on that of the outright pur- 
chaser. But when prices break, the for- 
mer’s capital fades away just so much 
faster—and he has a debt to his broker 
to take care of, while the other man can 
sit tight and wait for the storm to blow 
over. In very analogous fashion, the com- 
mon stock of a speculatively capitalized 
company represents marginal ownership 
of the enterprise. It will be found that 
in the major swings of the market, such 
issues usually fluctuate over a relatively 
wider range. They advance furthest in 
boom times, but suffer the greatest de- 
clines when prices break. 


An Important Distinction 


To what conclusions does this investi- 
gation lead? They might well appear 
contradictory and inconclusive. A simple 
readjustment of capitalization is found to 
produce dazzling effects upon the earn- 
ings exhibit, but analysis shows this stim- 
ulus to be entirely artificial. Yet if ad- 
mittedly artificial is it necessarily mean- 
ingless, or even harmful? Like most 
general questions, this one must be an- 
swered by a distinction. There is such 


a thing as over-conservatism in capitali- 


zation, as well as wunder-conservatism 
Concerns in a stable field of industry, 
normally exempt from wide fluctuations 
in earnings, are justified in having a rea- 
sonable part of their capital in the form 
of securities with fixed dividends or in- 
terest, so that the common stock may 
have the benefit of the profits which this 
capital regularly produces in excess of its 
annual cost. It has been considered quite 
proper, for example, that public utility 
enterprises should have by far the greater 
portion of their capitalization in senior 
securities—a financial policy which has 
often been carried to disastrous ex- 
tremes. In the case of North American 
Co., however, the old common stock un- 
doubtedly represented a much larger per- 
centage of the total capital of the sys- 
tem than was usual, or probably neces- 
sary. Hence the recent readjustment may 
be characterized as a stroke of sound 
judgment; for while it substantially in- 
creased the carnings of the common 
shares, it did not expand the prior 
charges to an uncomfortable total. Simi- 
larly, American Steel Foundries was no 
doubt well justified in rearranging its 
capitalization to a basis comparable with 
that of the other equipment companies. 

On the other hand, if the directors of 
White Motor were asked why they did 
not follow suit and recapitalize on the 
basis, say, of Mack Truck, they might 
plausibly point out that the absence of 
preferred dividend requirements stood 
the company in good stead during the 
trying times of 1920-1921. Hence White 
was able to continue its 8% ($4) common 
dividend, while Mack has yet to make its 
first cash payment on its junior shares. 

Obviously there is more to this subject 
than can be presented in an article of 
this size. Scientific inquiry might deter- 
mine what basis of capitalization is best 
adapted to various types of enterprises, 
so that the over-conservative might be 
readjusted with profit, and those too spec- 
ulatively constituted might be avoided. 
In passing, the writer might express his 
opinion that the Five-and-Ten-Cent- 
Store companies, as a class, have not a 
sufficient percentage of preferred stock. 
Their remarkably stable record of earn- 
ings justifies a higher proportion of se- 
nior securities—which would mean of 
course correspondingly larger profits per 
share of common. From this point of 
view, the retirement of Woolworth pre- 
ferred, just announced, while following 
conventionally accepted financial prac- 
tice, might not prove truly beneficial to 
the common stockholders. One would 
imagine that the cash might more suc- 
cessfully be employed in the further ex- 
pansion of that remarkable business. Un- 
doubtedly Woolworth, Kresge, and simi- 
lar issues, would have much better pros- 
pects of renewed substantial advances 
from their present high levels, if a good 
part of their common capitalization were 
transformed into preferred shares. 

The analysis of security values is not 
an abstruse science. While in essence 
mathematical, it does not soar into the 
realms of calculus—in fact, it rarely gets 
as far as algebra. But, as the above dis- 
cussion may illustrate, it does require a 
fair acquaintance with arithmetic. 
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ANSWERS TO INQUIRIES 
(Continued from page 1033) 








ssue are well protected by supervision of 
finances of Haiti by the United States. 
[he President of the United States nomi- 
ates and the President of Haiti appoints 
i general receiver to collect the customs 
ind a financial advisor to supervise the 
idministration of the finances. Under 
reaty provisions the public debt of Haiti 
nay not be increased or the customs du- 
ies reduced without previous agreement 
with the President of the United States. 
Customs duties alone during the last ten 
vears have averaged approximately 234 
times the maximum interest and sinking 
fund charges on bonds to be issued. At 
ffered price of 961%, to yield 6.25% to 
maturity, we regard these bonds as an at- 
ractive investment opportunity. They are 
1i0n-callable for fifteen years. 


MONTREAL TRAMWAYS 5s 
Yield 6.25% 


A well-known firm is offering Montreal 
Tramways 5% debentures at a price to yield 
6.25%. This yield is satisfactory to me if the 
debentures are sufficiently well secured. How 
do you regard them?—D. K., Toronto, Canada. 

Montreal Tramways Co. 5% Perpetual 
Mortgage Debentures appear to us to be 
well secured and a desirable investment 
at the offered price. Net earnings for 
10 years ended December 31, 1921, have 
averaged $2,656,611 and for the year 
ended June 30, 1922, were $3,315,962 
against interest on all bonds and deben- 
tures now outstanding of $1,786,750. The 
Montreal Tramways Commission is 
obliged to adjust fares to provide suff- 
cient revenue to pay all operating ex- 
penses and maintenance and renewal fund 
payments, and an annual return of at 
least 6% on the capital value. The con- 
tract also provides for additional revenue, 
including the rental of $500,000 per an- 
num to the City of Montreal, and ranking 
after debenture interest. The company is 
now paying dividends at the rate of 10% 
on its common stock. 


MEXICAN SEABOARD 


Financial Condition 


Please let me have any recent information 
you have on hand in regard to Mevwvican 
Seaboard.—S. A. G., Idaho Falls, Idaho. 

The management of Mexican Seaboard 
has just issued a statement to the effect 
that it is drilling at the present time wells 
in the Panuco district, one of which is 
down 500 feet and one 1,470 feet; two 
wells in thé Toteco district, one of which 
is down 1,985 feet and the other 2,295 
feet; two wells in the Agua Nacida dis- 
trict, one of which is down 80 feet and 
the other 635 feet. The company has also 
received permit to drill in the Isthmus 
of Tehuantepec where it is expected op- 
erations will be started soon. It is an- 
nounced that, since August 4th, the com- 
pany has obtained 1,445,214 barrels of 
oil from its Toteco field and that at the 
present time there is $4,500,000 in reserve 

(Continued on page 1043) 
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“We enclose our check 


on The Equitable in Paris’ 


| a 
banks engaged in foreign busi- 
ness are finding many advan- 
tages in carrying interest- 
bearing accounts with The 
Equitable’s offices in London 
and Paris. Among the advan- 


tages are: 


Payment of foreign bills by 
check—-saving of a consider- 
able sum yearly in interest- 
elimination of speculation in- 
volved in meeting obligations 
at future dates—replenishment 
of balances when exchange 
rates appear most favorable 


THE F 


establishment ofa valuable local 
reference overseas——first hand 
trade and credit information. 
The Paris office maintains a 
Foreign Travel Service Bureau 
which aims to save foreign 
buyers or salesmen time and 
trouble. The bureau arranges 
itineraries, buys railroad and 
steamship tickets, assists in ob- 
taining passport visés, reserves 


hotel accommodations, etc. 


The London and Paris offi- 
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ces are complete banking units, 


from which radiates a world- 


wide system of correspondents. 


OQUITABLE 


TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


UPTOWN OFFICE 
Madison Ave. at 45th St. 


LONDON 
3 King Willlam St., E.C.4 


COLONIAL OFFICE 
222 Broadway 


Mexico City PARIS 
48 Calle de Capuchinas 


23 Rye de la Paix 
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Centrally Located 
Comfortable Appointments 
Delicious Food 
Room - running water * 3 
Room - with 
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bath *4 


HOTEL WOLCOTT 
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We are prepared to buy, 
sell and quote, and to fur- 
nish full information re- 
garding the various 


Standard Oil 
Securities 


CARL H. PFORZHEIMER & CO. 


Dealers in Standard Oil Securities 
5 Broad St. New York 


Phones: Broad 4860-1-2-3-4 








FOREIGN TRADE AND SECURITIES 
(Continued from page 987) 





and industry is losing its internal market 
because of the low buying power of the 
home population at the same time as the 
high exchange rate puts up a barrier 
against an extension of the foreign mar- 
ket. 

In view of all these circumstances, the 
time does not yet seem to have arrived 
to change the position which THe Maca- 
ZINE OF WALL Street adopted two years 
ago and which has undoubtedly been the 
means of saving large amounts of money 


for its readers at a time when foreign 
exchange was considered an attractive 
speculation. No matter how low the ex- 
changes may have dropped, there is al- 
ways the possibility that they will go 
lower, and in addition the prospect for 
a number of them that the existing cur- 
rency will be abolished altogether and re- 
placed by new issues, in conformity with 
the experience of the past with regard 
to heavily inflated currencies. 





HOW WILL NEW TARIFF AFFECT INDUSTRY? 
(Continued from page 981) 








form any accurate opinion as to what the 
ultimate results of the new tariff rates 
will be, so that the only basis we have 
for viewing the possible effects in the fu- 
ture is what has happened before, at 
times when similar high tariff walls were 
raised. Probably the most noteworthy of 
these tariffs are the ones inaugurated 
through the passage of the Dingley Tariff 
Law of 1897, and the Aldrich-Payne Law 
of 1909. No falling off in foreign trade 
was experienced as a result of either of 
these two tariffs. On the contrary, a 
progressive increase was evidenced. Let 
us review the official Government figures 
for exports and imports in the years fol- 
lowing the enactment of these two laws, 
and I believe they will show that the ship- 
ping business, generally speaking, bene- 
fited at a result. 

“In 1898, the year following the adop- 
tion of the Dingley Tariff Bill, total ex- 
ports from the United States increased 
from $1,032,007,603 to $1,210,291,913; in 
1899 they were $1,203,931,222; in 1900 
the total was $1,370,763,571, and in 1901, 
$1,460,462,806. 

“Imports during these years amounted 
to $764,730,412; $616,049,654; $697,148,- 
489 ; $849,941,184 and $823,172,165, respec- 
tively. 

“It will be noted that there was a de- 
crease in exports in the year 1899, and 
also a decline in imports in 1898; but, 
when the total exports and imports are 
combined, a progressive increase is 
shown in shipments both to and from 
this country, so that it can be readily 
seen that the shipping business generally 
profited thereby. 

“Following the enactment of the Al- 
drich-Payne Tariff Law, similar results 
are shown. Exports in 1909, in which 
year this tariff went into effect, amounted 
to $1,638,355,593, and showed continuous 
increases for the four following years, 
viz.: $1,710,083,998 in 1910; $2,013,549,025 
in 1911; $2,170,319,828 in 1912 and $2,- 
428,506,358 in 1913. 

“Imports during these years amounted 
to $1,311,920,224; $1,556,947,430; $1,527,- 
226,105; $1,653,264,934, and $1,813,008,234, 
respectively. 

“The decrease noted in imports for the 
year 1911, as explained in the previous 
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case, had no untoward effects on the ship- 
ping business, as the total amount of ex- 
ports and imports for the year showed 
a substantial increase over the previous 
year. 

“I might mention here a fact that com- 
paratively few people observe, and this 
is that about 75 per cent of the bulk of 
the various goods and products imported 
to this country come in absolutely free of 
duty. This alone would seem to me to 
indicate how relatively little the business 
of the country’s steamship lines would be 
hurt by the present tariff. 

“As to the outlook for the shipping 
business, discounting whatever effect the 
new tariff rates may have, I believe con- 
ditions are becoming favorable. There 
are only about 16% of American-owned 
steamships idle at the present time, 
against 33% last January Ist. We look 
for a continued improvement in the sit- 
uation, 

“Getting back to the tariff question, 
however, I hear no mention of this among 
shipowners. It may be felt here and there 
by some few companies whose income is 
derived chiefly from shipments of those 
particular products or materials that are 
taxed prohibitively high. In the main, 
however, no falling off of shipments has 
been reported thus far as a result of the 
new tariff, and none is expected.” 


Chemical Expert Sees Higher Prices 


In trying to learn the actual effects of 
the tariff on the chemical industry, it 
was found that domestic manufacturing 
officials were reluctant to talk, while rep- 
resentatives here of European companies, 
realizing that the new law would tend to 
increase the prices of their exports to 
this country, would be anxious to see 
higher rates declared. For an honest and 
unbiased opinion, therefore, it was de- 
cided to select a prominent trade publica- 
tion editor to present the situation. Hugh 
Craig, editor of the Oil, Paint & Drug 
Reporter, is probably the best-informed 
and most widely-known authority on 
chemicals in the trade. Here is what Mr. 
Craig says: 

“Feverish activity in the chemical mar- 
kets marked the days immediately fol- 
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lowing the signing of the tariff, the pre- 
ceding weeks having been rather calm. 
Imported chemicals, for the most part, 
were being quoted for some time on spot 
and to arrive at lower prices than those 
asked for domestic products. These dif- 


Le KIDDER, PEABODY & Co. 
“The barium salts are especially typical 


of the effect of the tariff. The price of 18 BROAD STREET 115 DEVONSHIRE STREET 
barium carbonate was jumped $10 a ton 45 EAST 42D ST 216 BERKELEY ST. 


within the week of the signing of the act 


and another $10 in the following week. NEW YORK BOSTON 


Barium chloride was advanced $15 a ton. 

“Imported acids were increased simi- 10 WEYBOSSET STREET PROVIDENCE 
larly. So were the potash salts which are ’ 
included in the protected group. Soda 
products shared in the boosting effect. 


“Among coal-tar chemicals phenol has Government Bonds 


reflected the effect of the tariff most 


emphatically. This has been helped along Investment Securities 


by the fact that production in this coun- 


try had for some time been quite meager. Foreign Exchange 


Cresylic acid, the domestic supply of 
which has long been inadequate, took on 4 
added pry Neon with the signing Letters of Credit 
of the tariff, but lack of immediate de- 
mand deferred an advance in price for Investment Circular on Request 
several weeks. The product is now 
higher 
“Fine chemicals, those consumed large- Correspondents of 


ly in the pharmaceutical industry, re- 

sponded rapidly to the tariff influence BARING BROTHERS & CO., Ltd. 
with higher prices. Mercurials are a ’ 

marked example. Price advances in crude LONDON 

drugs were also sudden and many. In 
both instances the upward trend of the 
market has continued practically every 
week since. 

The effects of the tariff are made clear 
by the contrast offered by the market for 
essential oils. Many new items in this Puen wee eer ee eee ee 
group were transferred to the free list ; 
in the new tariff. Price quotations were | 
immediately reduced on almost every one O Cc t re) b er I nves t men t ce 


of such oils. 


“It has been quite the custom since the : Combining Security and High Yield 
tariff was signed for sellers in the chemi- a ; — 
“vey we : BONDS AND NOTES Merusiey 


cal markets to curtail their efforts to dis- 
pose of stocks of imported articles. This Northwestern Elev. R. R. 

has held back quotations of higher prices (et. al.) Equip ‘ 1925-32 6.00 
although it is generally realized by buy- 1 Chippewa Power Company First 

ers that their inquiries bring forth quo- 3 Mtee . 1947 6.00 
tations above those of the days before = . 
the tariff act became effective. In a num- 
ber of instances of higher posted prices 
the cause is to be found in the rush of 
buying in anticipation of quotations which 
would show the effect of increased du- 
ties.” 
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Central Indiana Power Company 
1925 6.50 
Hayes-Ionia Co. Notes ‘ 1925-28 6.50 
Wisconsin-Minnesota Lt. 
Co. Gen. & Ref 1947 6.63 


Stetson Cutler Co., Ltd., First 
BD ss wesedcoccccovccecees 7s 1942 7.30 


HOW A LEADING ECON- PREFERRED STOCKS 
OMIST VIEWS CON- : Wisconsin-Minnesota Lt. & Pr. Co. Cumulative 7%.. . 


3s ek DITIONS Eastern Wisconsin Electric Co. Cumulative 7%.... 
(Continued from page 978) 
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ly taking a position that no attempt 
should be made at present by this Gov- « 
ernment to collect the debts which Paine, PWichher & Company 
Europe ows us. Under the circumstances 
there seems nothing to do but postpone 1 oo eavensmean ov. qpunesn or oso a Gena 
collections until such a time as conditions iii idan teiaas wansneen sonmmriniaaaenn 
become more normal toward the reception ALBANY SPRINGFIELD ST. PAUL 
- HARTFORD PROVIDENCE DULUTH 

of payments changes. . £3 MILWAUKEE DETROIT GRAND RAPIDS 

Q.—Do you look for a period of rising Seed sow York. Bc 

. ° ° 3 > Ne Shicad > ; 
prices in this country? embers New York, emer Detroit and Hartford 

° | . 8 

A—It does not seem to me that prices New York Cotton Exchange Chicago Board of Trade 
of commodities are going to advance ma- 
terially. 
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TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 





Accounts 
Carried on 
Conservative 


Margin 





25 Broad St., New York 
208 So. La Salle St., Chicago 














Attractive 
Railroad 
Bonds 


There are several of 
the lower priced rail- 
road bonds which ap- 
pear specially attrac- 
tive at present levels. 
Our circular lists 
some of these. 


Copy gladly sent you on request 


MOORE,LEONARD & LYNCH 


Members New York Stock 


Exchange 
111 Broadway, New York 
Pittsburgh Utica 
Sharon Erie 
Direct Private Wires To 
Pittsburgh Chicago 
Boston Philadelphia 











Over-the-Counter 





IMPORTANT ISSUES 
Quotations as of Recent Date 


Aeolian-Weber .............- .. —12 

ag ae ie 30 — 50 
American Piano.............- 70 —.. 

eee 2—.. 
American Type Founders.... 59 — 6l 
Atlas Portland Cement...... 60 — 70 
“Babcock & Wilcox.......... 126 —128 
oe ceewea wee 115 —116 
PT dacveencanaeaae 99 —103 
I ia dounenwemraiae 95 — 9 
I 115 —117 
Crocker Wheeler ............ 53 — 63 

EE ited wld mclesneeand 90 —100 
Jos. Dixon Crucible.......... 135 —145 


Gillette Safety Razor........ *260 —270 
Ingersoll-Rand .............. 200 —210 
New Jersey Zinc............ 169 —172 
Niles-Bement-Pond ......... 56 — 59 
Phelps-Dodge Corp’n. ....... 160 —175 
Royal Baking Powder........ 115 —123 
a 40 — 45 

I ce Seca ih re re a 92 — 95 
ee Bee GH. oxsaccecsces 99 —101 
Thompson-Starrett .......... 60 —.. 
Ware Baktme Ce. .ccccceces 110 —120 
\ & eer 355 —370 


*Listed on N. Y. Curb Exchange. 





Buying for Stock Dividends 


N the last two weeks, any shares from 
which there was the slightest likeli- 
hood of obtaining a stock dividend, 
whether they were listed or unlisted, 
were snapped up by the buying public 
almost irregardless of price. The air 
was full of talk about “uncapitalized 
surpluses,” of rumors that such surpluses 
would be taxed, of chatter about this 
company and that company, and the mar- 
ket was full of buying orders placed by 
individuals who were anxious to get on 
the band wagon before the big parade 
began. 
In the 
net result of the new 
ries of price advances which literally 
astounded dealers. Yale & Towne ad- 
vanced 30 points; Ingersoll-Rand shares 
gained 37 points during a fortnight; Gil- 
lette Safety Razor, at this writing, is 
selling at an advance of 30 points over 
the price of two weeks ago. In the list 
of stocks shown in the table above, 


over-the-counter market, the 
fever was a se- 


the following were the most mercurial 
changes: 
Recent Current 
Bid Bid 
Babcock & Wilcox...... 120 126 
Ingersoll-Rand . .163 200 
Niles-Bement-Pond .... 49 56 
Gillette Safety ......... 235 263 
Yale & Towne..........325 355 


The most recent earnings statement of 
Ingersoll-Rand gives no information of 
a strictly encouraging nature. Last year, 
the company’s net income available for 
shares capsized from the $3,800,000 of the 
previous year to less than $600,000—or 
less than one-sixth as much. After divi- 
dends on the preferred and common, the 
company’s books showed a deficit of 
$658,937. 

When the balance sheet is consulted, 
however, a very different picture is re- 
vealed. It is seen that the company set 
up a depreciation reserve for the year 
1921 of over $3,000,000, and that this item 
included a special inventory adjustment 
of nearly $2,000,000. Furthermore, the 
company’s working capital at the end of 


the year exceeded 19 millions, with liquid 
assets including over 5 millions of se- 
curities and investments and over $1,- 
682,000 in cash. 

This financial position is certainly 
strong enough to encourage expectations 
of a stock distribution, should the direc- 
tors feel so inclined, although whether 
the contemplated increase will take the 
form of a dividend or involve a subscrip- 
tion privilege is not yet determinable. 
But, from the investment point of view, 
it may be noted that the stock is be- 
lieved to be very closely held, is subject 
to sharp fluctuations on small transac- 
tions, and at the current dividend rate 
of 10% yields only 5% at the present bid 
price. 

Yale & Towne’s great strength has 
been a reflection of the improvement in 
the company’s business. Every front door 
needs a lock, and there have been a good 
many new front doors put up in the 
course of the recent activity in the build- 
ing market. The results to Yale & Towne 
are believed to have been substantial 
enough to make the current year an ex- 
cellent one from the standpoint of earn- 
ings. 

Based on the $20 per share dividend 
rate, which is the current rate being paid 
on Yale & Towne stock, the issue offers 
a yield of 5.63% at $355 per share. Last 
year, in what was an excessively difficult 
period for other corporations, Yale & 
Towne managed to clear more than $25 
per share for its stock, and in previous 
years it earned over $45 per share. The 
corporation has no funded debt, has a 
surplus of over $11,780,000, and there are 
less than 50,000 shares of the common 
stock outstanding. Totally ignoring the 
stock-dividend gossip, it is apparent that 
the company is in a very strong position 
and that the stock is not out of line, when 
compared with the price levels of the 
securities of similarly sound industrial 
corporations. 

Gillette Safety Razor, which was the 
subject of review and favorable comment 
in this department when the stock was 


. selling 50 points lower, needs no further 
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WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carried 


lll Broadway, New York 





Meinbers New York 
Stock Exchange 





BALTIMORE 
Keyser Building 


BROOKLYN 
186 Remsen St 























U. S. MUNICIPAL BONDS 


$25,000 City of Chicago, 
Ill., 4s, 1924 


100,000 State of Alabama 
2 Ce venewns oc 004 23% 


| 20,000 City of Tulsa, 
|  Okla., 5s, 1929-35.....4.70% 


100,000 City of Paris, 
Tex., 5s, 1960, opt. °30.5.00% 


CANADIAN MUNICIPAL BONDS 


$100,000 Prov. of Sas- 
katchewan 5s, 1942...5.125% 


60,000 City of Calgary, 
Alberta 6s, 1927-35. ..5.60% 


85,000 City of Edmon- 
ton, Alta., 5%4s, 1947. . 5.60% 


100,000 South Van- 
couver, B. C., 5s, 1945 5.60% 


Circulars on request 


 WALASELL, 
MUNICIPAL BONDS 


89 Liberty Street, New York City 
Telephone Cortlandt 3183 
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comment here. The other issues may be 
discussed in later issues. Meanwhile, it 
might be suggested that stock-dividend 
rumors, or even stock-dividend declara- 
tions, seldom justify investment buying, 
in themselves, and investors would do 
well not to allow themselves to be misled 
by the current fireworks. Furthermore, 
while the position of the above-mentioned 
companies is strong, they are not rec- 
ommended at the present time owing to 
the large advance that has already taken 
place in the market, and we therefore ad- 
vise waiting a more favorable time for 
purchasing. 





IMPORTANT DIVIDEND 








ANNOUNCEMENTS 

Am't Stock Pay 

Ann. Rate Declared Record able 
$4 Allis-Chalmers com.. $1.00 Q 10-24 11-15 
$4 Allied Chem & Dye c $1.00 Q 10-16 11-1 
4% Am Lt & Tr com... 1% © 10-13 11-1 
4% Am Lt & Tre (stk) 1% © 10-13 11-1 
6% Am Lt & Tr pid....14%% Q 10-13 11-1 
$4 Am Radiator com... $1.00 Q 12-15 12-30 
Am Radiator c (stk) 0% — 12-15 12-30 

7% Am Radiator pid... 144% QO il- 1 11-15 
6% Am Soda Fountain.. 1%% © 10-51 11-15 
7% Ap'lachian Pr Ist pid 134 © 10-14 11-1 
$7 Brown Shoe pfd.... $1.75 QO 10-20 11-1 
7% anada Cement pid. 14% VY 1-31 11-16 
7% Canada Converters « 134 © 10-31 11-15 
$8 Commonw’h Edison. $2.00 © 10-14 11-1 
7% Cur lahy Packing pid. 34% SA 10-21 11-1 
6% Detroit United.... 1%% Q 11-1 12-1 
$7 Durh am Hosiery pie i $1.75 QO 10-26 11- 1 
5% Ejisenlohr Bros com. 14‘ © 1 1 11-15 
$8 Eureka Pipe Line... $2.00 Q 10-16 11- 1 
$2 Exchange Buffet... . 50c © 10-21 10-31 
$10 Fisher Body com. $2.50 © 10-21 11-1 
$7 Fisher Body pid . $1.75 QO 10-21 11-1 
— Ford Co of Cauada.. 15 — 10-15 10-20 
6% General Cigar com.. 1%‘ O 10-21 11-1 
7% General Cigar pid... 144% © 11-24 12-1 
7% Gimbel Bros pid. 134° QO 10-20 11-1 
$6 Havana Ry L &P com $3.00 SA 10-20 11-15 
$6 Havana Ry L & P.. $3 d 20 11-15 
$:3 Homestake —y- * ih 20 10-25 
7% Hood Rubber pfd.. % -20 11-1 
$10 Ingersoll Rand com. $2.50 © 10-14 11- 1 
$2 Inter Comb Eng..... 50c QO 10-21 10-31 
$6 Inter Nickel pid... $1.50 Q 10-13 11-1 
aw Iron Pdts pid....... $2.00 QO 11- 1 11-15 

» Kaminstiqua Pr..... 2% © 10-31 11-15 

8% Kelly-Spgfid 8% pid. 2% © 11-1 11-15 
8% Kellogg SW Bd & S. 2% © 10-23 10-31 
$7 Kelsey Wheel pid... $1.75 Q 10-20 11- 1 
4% Kress S H com..... 1% O 10-20 11-1 
7% Lindsey Light pfd... 134% OQ 10-28 11-1 
4% Loews Bos Thea com 1% Q 11-1 11-15 
— L Wiles B 2nd pid $1.75 accum 10-19 11- 1 
$2 Martin Parry....... ie Q 11-15 12-1 
8% May Dept Sts com.. 2% © 11-15 12-1 
7% May Dept Sts ope 14% OQ 11-15 12-1 
$2 Miami Copper. 5c O il 11-15 
5% Motor Pdts......... % 11-1 
8% Mullins Body pfd.. } 11-1 
$8 Nash Motors pfd... $ 11- 1 
— Nat Bis com (stk). -. ee amen 
bg Nat Bis pfd........ ) . -29 
12% National Surety..... 3% 1-2 


5% NY C & St L com.. 
$3 Peerless Truck & M. 
5% Pere Marquette pfi. 
Pere Marquette pfd. 
6% Phila Rapid Transit. 
7% Phillips Jones pfd.. 
7% Producers & Ref pid 





10% Pyrene Mfg com.... : -1 
6% Quaker Oats pfd.... 1% -30 
$1 St Joseph Lead..... 2! 12-20 
— St Joseph Lead..... 2f 12-20 
$1 Salt Creek Cons..... 2! 20 11-1 
80c Salt Creek Prod..... 20c © 10-16 11-1 
— Salt Creek Prod.... 10c Ext 10-16 11-1 
7% Savannah Sugar pid. 1%% O 10-16 11-1 
$2 Sinclair Cons O com 50ic QO 10-14 11-15 
$8 Sinclair Cons O ~— $2.00 QO 11- 1 11-15 
5% Southern Ry pfd....2%% — 10-51 11-15 
— St Oil of Cal (stk)... 100% — 12- 9 12-30 
— St Oil of N JT (stk)... 400% — .... «05. 
— St Oil of N V (stk)... 200% — .... .... 
$7 St Oil of Ohio pfd.. $1.75 O 1027 12-1 
7% United Drug Ist pfd.1%% Q 10-16 11-1 
6% United Drug 2nd Pofd 1% % Q 11-15 12-1 
7% United G Imp pfd.. 14% Q 11-30 12-1 
5% U S Cast I Pipe pid 1i% © 12- 1 12-15 
$6 Vacuum Oil........ $2.00 SA 11- 1 11-29 
— Vacuum Oil........ $7 ©0 Ext 11- 1 11-29 
— Vacuum Oil (stk)... 300% — 12-15 .... 
8% Woolworth F W com 2% O 11-10 12- 
7% Woolworth F W pid14%% Q 12-91-2 
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H. HENTZ & CO. 


Commission Merchants and Brokers 


16-22 ee STREET 55 CONGRESS STREET 
NEW YORK BOSTON, MASS. 


Execute Orders for Future Delivery 
COTTON 
On the New York, Liverpool and 
New Orleans Cotton Exchanges 
COFFEE & SUGAR 
On the New York Coffee and 
Sugar Exchange, Inc. 
COTTON SEED OIL 
On the New York Produce Ex- 
change 
GRAINS & PROVISIONS 
On the Chicago Board of Trade 
STOCKS & BONDS 
On the New York Stock Exchange 


Sex 1 





Members of 
N. Y. STOCK EXCHANGE 
N. Y. COTTON EXCHANGE 
N. Y. COFFEE AND SUGAR 
EXCHANGE, INC. 

N. Y. PRODUCE EXCHANGE 
CHICAGO BOARD OF TRADE 
Associate Members: 
LIVERPOUL COTTON ASSN, 

















Established 1880 


James E. Bennett 


& Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
New York Produce Exchange 
New York Curb Market 
Chicago Stock Exchange 
St. Louis Stock Exchange 
Chicago Board of Trade 
Kansas City Board of Trade 
St. Louis Merchants Exchange 
Minneapolis Chamb. of Com. 
Winnipeg Grain Exchange 











Winnipeg 
New York—PRIVATE WIRES—Denver 
New Orleans 


ODD LOTS and CURB STOCKS 
DENVER OIL STOCKS A SPECIALTY 


332 S. La Salle St., Chicago 


BRANCHES 

Memphis. Tenn. 
Mendota, TL 

Mexico, Mo. 
Milwaukee, Wis. 
Minneapolis, Minn 
Monmouth, Illinois 
Oklahoma City, Okla. 





Burlington, Ta. 
Cairo, Illinois 
Cedar Rapids, Ia. 
Danville, Il. 
Decatur, Il. 

Enid, Oklahoma 
Excelsior Spgs., Mo. 


Fort Dodge, lowa Paris, lllinois 
Galesburg, Il. Peoria, Illinois 
Gibson City, IT. Quincy, Illinois 
Jacksonville, IL St. Lous, Mo. 
Kankakee, Sivux City, lowa 
Kansas City, Mo. Streator, Illinois 


Storm Lake, LiL 
Waterloo, lowa 
Watseka, Ul 

Wichita, Kans. 


Kewanee, IL 
Hutchinson, Kan. 
Louisiana, Mo. 
Macomb, Illinois. 
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First Mortgage 
Bonds 
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“is, (Underlying Issues) 
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Complete information 
upon request 





F. J. LISMAN & CO. 


Members N. Y. Stock 
Exchange since 1895 


61 Broadway, New York 
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THE LONG 
TREND 


Affects Both Investment 
and Speculation 





THE BACHE REVIEW 


Condenses, each week, 
the record of current events 
and their significance, en- 
abling conclusions to be 
drawn by those interested. 


Copies may be obtained on applica- 
tion. Ask for issue M. W. 20. 


J.S. BACHE & CO. 


ESTABLISHED 1892. 


MEMBERS 42 
NEW YORK BROADWAY 

STOCK NEW YORK 
EXCHANGE 
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MARKET STATISTICS 


N. Y. Times 
N.Y.Times Dow, Jones Avgs. ——50 Stocks——~ 
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40 Bonds 20 Indus. 20 Rails High Low Sales 

Monday, October 9........ 81.71 102.26 92.05 99.24 88.76 1,379,524 
Tuesday, October 10...... 81.60 101.55 91.81 90.96 89.10 1,432,388 
Wednesday, October 11... 81.16 101.72 92.50 96.68 89.22 1,096,782 
Thursday, October 12..... Holiday 

Friday, October 13........ 81.09 102.60 92.79 90.94 89.54 1,034,072 
Saturday, October 14...... 81.15 103.43 93.26 91.30 90.40 680,575 
Monday, October 16...... 81.01 102.76 93.70 91.96 90.46 1,280,592 
Tuesday, October 17...... 81.86 102.60 93.55 92.14 90.79 1,091,290 
Wednesday, October 18... 80.79 102.00 92.85 93.06 90.90 1,240,630 
Thursday, October 19..... 80.50 101.26 92.59 92.03 90.09 1,274,607 
Friday, October 20........ 80.53 102.01 93.28 91.84 90.35 1,094,832 
Saturday, October 21...... 80.62 101.95 93.45 91.70 90.99 484,840 
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ANSWERS TO INQUIRIES 
(Continued from page 1037) 











fund and in addition cash and accounts 
receivable of $1,316,000. Therefore, the 
company is in good financial condition to 
continue its drilling operations. 





TEN PREFERRED STOCKS 
That Give Attractive Yield 


I have about $10,000 that I want to invest 
in good preferred stocks. I have not the time 
to watch the market closely, that is devote 
a large part of my time to it. I say pre- 
ferred stocks because I believe I can get a 
better return than on bonds and that by fol 
lowing your Magazine regularly, as I do, I 
can make switches from time to time that will 
prove remunerative and at the same time keep 
my funds in the best of stocks. I am in a 
position to assume a certain amount of risk. 
—A. 8S. C., Norfolk, Va. 


Our suggestion in regard to investing 
$10,000 in preferred stocks, is to avoid 
the ones that only give you about 6% 
and 64% on your money and purchase 
stocks that give a higher return, and are 
securities of companies that are decidedly 
on the upgrade. These preferred stocks 
are getting into a stronger position, and 
in addition to getting a good return on 
your money, there is a fair chance of 
substantial appreciation in principal. Of 
course, the risk is somewhat greater, but 
if you divide your $10,000 among 10 dif- 
ferent issues, we believe that the risk is 
very slight and that it is an excellent in- 
vestment for a business man. We are 
pleased to submit for your consideration 
the following 10 preferred stocks, which 
are securities of companies that are 
showing excellent earnings at this time. 


Stock Dividend Price 
I CD sc ceee anne 7% 100 
OE ae ere 7% 100 
American Water Works Ist.7% 90 
PS ck peenncnnant 8% 104 
Market St. Railway Prior 

SE) sinktha ds ewan ncedauelsta 6% 68 
Austin Nichols ............. 7% 85 
American Smelting ......... Jo 102 
Southern Railway ..........5% 70 
So. Porto Rico Sugar...... 8% 100 
General Motors ............ 6% 84 


In purchasing these issues, your in- 
vestments will be well diversified, and, 
as soon as any have a good advance you 
can take your profit, and look about for 
some other opportunity. 





COLUMBIA GRAPHOPHONE 


Stocks Uncertain Speculations 


What is the outlook for Columbia Grapho- 
phone stocks?—H. E., Wilmington, Del. 


An agreement was made this year by 
a majority of noteholders of the Colum- 
bia Graphophone Co. to defer payment 
both of interest and principal from April, 
1922, to August, 1925. This extension of 
the entire debt of the company for three 
years, it is hoped, will enable it to work 
out of its present financial difficulty. For 
the year ended December 31, 1921, after 

(Continued on page 1059) 
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time when careful management and sound judgment were 

so vital as they are today. Failure after failure has been 
recorded in the daily press—many of the country's largest and 
supposedly sound concerns going down to defeat at the very 
dawn of prosperity. Post-war conditions? Perhaps. Undue 
inflation? Possibly. Financial difficulties? Frequently. Poor 
management? Undoubtedly! 


Nene in the history of industrial enterprise was there a 


The obvious answer may be found in any one or all of 
these. Other reasons may have been responsible in whole or 
part. But no matter what the cause, the effect was—Disaster. 
Yet there was one thing that could have prevented these busi- 
ness tragedies—one factor that can save YOUR business if it is 


slipping from your grasp. That is UNDERSTANDING. 


Don't be too sure you understand YOUR business. Very 
few of us do until that knowledge has been forced upon us by 
bitter experience. What YOU need is facts—facts that give 
a definite understanding of your problems, be they manage- 
ment, production, marketing or financial. No matter what 
they are you musi disclose them. Turn the spotlight on your 
business and look into the dark corners. Then you'll have 
found the fundamental solution—and the key to progress. 


AN AVRAM REPORT makes that solution possible. 
It not only gives you a true picture of the mechanism of your 
business, but turns the mystery of that mechanism into a simple, 
workable formula for operation along lines that are sound, 
progressive and PROFITABLE. It lays down a constructive 
program based on a study of your product and market. It 
discovers the weak spots and shows how to strengthen them; 
it presents facts as they are—good or bad—and does it in a 
clear, concise, understandable manner. 


AN AVRAM REPORT is vital, but AVRAM RECOM- 
MENDATIONS are invaluable. For it is on these the future 
of your business depends. Avram recommendations cover 
product, design, manufacturing, competition, personnel, adver- 
tising, sales, markets, costs, inventories and credits. Avram 
service is personal, practical, confidential and REASONABLE. 
Between the nominal fee that makes this service available and 
the actual dollars and cents results that come through utiliza- 
tion of that service, there is an opportunity no sound-thinking 
executive will ignore. 


The Story of Avram Service is told in a timely 
booklet, “‘Science in Industry”. 26 pages of 
vital information and yours for the asking. 


M-H‘AVRAM’ &8-COMPANY 


INCORPORATED 


Management and Industrial Engineers 


360 MADISON AVENUE, NEW YORK 




















Province of Ontario 
5% Bonds 


Due October 1, 1942 
(Non-Callable) 


Principal and interest pay- 


able in Gold in New York. 


Ontario, with about one-third of 
Canada’s population, is the 
wealthiest and most important 
province in the Dominion. The 
power to levy a direct general tax 
has never been exercised by the 
province — revenues from other 
sources being more than sufficient 
to pay both interest and principal 
on its debt. 


Price 99.25 and interest 
Yielding about 5.06% 


Write for Circular—W-1028 


Wood, Gundy & Co. 


Incorporated 
14 Wall Street, New York 
Toronto Winnipeg 
London, Eng. Montreal 

















To 
The 
Investor 


YANADA offers a _ most 
attractive field for invest- 
ment, and is the only country 
whose money standard is on 
a par with that of the United 
States. High grade corpora- 
tion issues of established 
companies can be purchased 
to yield 


614% to 8% 


Conditions in Canada _to- 
day are similar to those 
which existed in the United 
States many years ago. Her 
development of the future is 
unquestioned and _  oppor- 
tunities in this market for the 
safe investment of funds, 
carrying reasonably high in- 
come return, are unparal- 


leled. 


Let us submit offerings. 


Housser Woon «” @MPANY 


INVESTMENT BANKERS 


TORONTO CANADA 
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PULP & PAPER 





Div'nd Recent 
Rate Bid Asked 
$4.00 Abitibi (M).......... 62. 63 

. Brompton (M)........ 34% ne 
5.00 Laurentide (M)....... 98 95 
7.00 Shawinizan (T).......113'%4 114 
7.00 Spanish “River (M). aes 95 


PUBLIC UTILITIES 


8.00 ‘Bell Tel. (M & T)....117 117% 
. Brazilian Tr. (M & T) 43 " 


6.00 Can. Gen. El. (M & T) 81 83 

1.25 Con. Gas (T). .. .156 158 
.. Mont. Tram. (M).. -- 16% 17 

6.00 Ott. Power e & T). - 98% 94 
cae MS CS Gis ctcess 26 26'% 


. Minn. Elec. (M & T). 36% 37 





ACTIVE SECURITIES 


DEALT IN ON MONTREAL AND TORONTO STOCK EXCHANGES 
(Quotations in Canada) 


MISCELLANEOUS 
Div'nd Recent 
Rate Bid Asked 
o8.¢ 00 Asbestos (M). “a ae oa 
6 HEE Bincaccees 22% 231% 
Br. Col. Fish. (M). 31 31% 
Brit. Emp. Steel (M).. 14 143. 
; do 2nd (M)........ 36 36% 
: Can. C. & Fdy. (M).. =. 31% 
a do Pfd. (M)........ 68 
6.00 Can. Cement (M)..... 1) 74 
4.00 Can. Loco. (M)...... 89 90 
-... Cons. Smeltg. (M).... 26% 2654 
.... Dom. Canners (M)... 36% 37 
6.00 Dom. Glass (M)...... 73 75% 
.. Lake Shore (T)...... 286 289 
vo Me BE Gibeccccces 48 48'4 
.. Tech. Hughes (T).... 91% 92 
.. West. Grocers - 14 15 
. Wright Har. (T). 830 346 

















Abitibi Power and Paper 


NE of the largest industries in Can- 
ada, both in respect of invested 
capital and as regards value of out- 

put is the pulp and paper industry, and 
a group of the more prominent corpora- 
tions in this field is presented in the table 
overhead. A brief description of Abi- 
tibi Power & Paper, Ltd., the leading fac- 
tor in this field, may be of interest to 
American investors. 

Abitibi Power & Paper, Ltd., succeeded 
a corporation of the same name in 1914, 
formed for the purpose of manufactur- 
ing pulp and paper. The activities of the 
organization were extended into the ac- 
quisition and development of water power 
on the Abitibi River in the ditsrict of 
Temiskaming, and it controls over 5/7,- 
000 water-horse power and 1 million acres 
of pulpwood limits. It controls through 
lease the power sites at Iroquois Falls, 
Couchiching Falls and Twin Falls. The 
plant at the Iroquois site, when com- 
pleted, will have a capacity of 150,000 tons 
of newsprint yearly. In addition to these 
interests, Abitibi also controls nearly 
1 million acres of pulpwood lands, situat- 
ed along the lakes. 

For tie five years from 1916 to 1920, 
the company obtained constantly increas- 
ing gross sales and net earnings, the 
gross revenues and net balances avail- 
able for the shares in each year compar- 
ing as follows: 





Gross Balance 
Year Revenues for Stock 
ine as dines wie $74,292 $855,016 
errr Te 341,122 4,422,758 
SP +h sedbereennss 511,202 5,650,264 
ititegsraneuens 1,143,698 6,029,354 
RE ee - 3,758,168 10,580,143 


The reaction which all business suf- 
fered in 1921 had some effect on Abitibi 
Power & Paper, but did not prevent its 
securing very favorable results for its 
shareholders. Thus, gross revenues de- 


clined approximately $2,300,000, and the 
balance -available for the shares about 
$200,000. Nevertheless, the earnings were 
ample to cover interest requirements and 
dividends and still leave over $2,500,000 
which was diverted to surplus. 

Abitibi’s 
following : 


capitalization consists of the 


Funded Debt Maturity Outstanding 
Me Giieccsans 1923-34 $3,523,500 
i 1940 4,000,000 
a 1931 4,160,000 


The Ist 6s are available in $500 denomi- 
nations. They are secured by a first 
mortgage on the entire property. The 
average earnings for the last 5 years have 
been over 14 times interest requirements 
on these bonds. Assets behind them 
amount to $30,800,000, or in the ratio of 
$8,741 to $1,000. At a price of 100 to 
yield about 6%, they offer a prime in- 
vestment. The general 6s are also avail- 
able in $500 form, are callable at 105 and 
interest after 90 days notice, for which 
purpose a 3% annual sinking fund com- 
mences January 3, next. They are se- 
cured by the entire property, subject to 
the lst 6s above. The consolidated 8s 
can be had in $100 form, and are secured 
by a direct mortgage upon the property, 
subject to the above-mentioned issues, 
for whose retirement they provide. The 
issue is authorized in the sum of $14,- 
000,000, but additional bonds may be 
issued only when net earnings are at least 
4 times interest charges on all outstand- 
ing debt. 

Over the last five years, the average 
income available for the entire funded 
debt was $2,249,920, in contrast with to- 
tal interest requirements averaging $768,- 
930. Last year, which was a rather good 
test of the corporation’s earning power, 
saw fixed charges for bond interest at 
$849,744, against available income of over 
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Howard Smith 
Paper Mills 


7% First Refunding Bonds 


DUE JAN. 2nd, 1941 


One of the soundest and 
most remunerative se- 
curities issued by one 
of our Canadian Paper 
manufacturing com- 
panies. 


Net assets nearly three 
times entire outstand- 
ing bonded debt. Net 
earnings available for 
bond interest average 
four times require- 
ments. 


PRICE 100 
ani accrued interest 
YIELDING 7% 


Full particulars on application 


HANSON BROS. 


Investment Securities 
Founded 1883 


160 St. James St., Montreal 











| Canadian Pulp and 


Paper Bonds Are 
Good Buys 


The consumption of Newsprint this 
year is setting a record. The high 
point was last April and May when 
Sunday editions in the U. S. were 
running 93 pages and week-day 
papers 24 pages. Unless restric- 
tions are strictly practiced, indica- 
tions are that late this year con- 
sumption will again go back to the 
April-May rate. With better busi- 
ness conditions, advertising should 
pick up considerably. 


Bonds That Net 
62% to 82% 
We own and offer Bonds of the 
best known and dividend-paying 


Canadian Pulp and Paper com- 
panies and suggest 


OO ere 6% due 1940 
Spanish River. .6% “ 1931 
Spanish River. .8% “ 1941 
Brompton ..... % ** 1940 
Chicoutimi ....6% “ 1943 
Saguenay ....644% “ 1931 


or any others of about thirty com- 
panies. Write us for full particu- 
lars of these bond issues, market 
prices and income returns. 


TRUAX & CO. 
17 St. John St., Montreal, Canada 
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$3,688,000. The safety element behind 
Abitibi bonds is evidently ample. 

Abitibi shares are dealt in on the Mon- 
treal exchange, a recent quotation on the 
common being $63 per share. Since 1916, 
the funded debt has risen from $2,500,- 
000 to over $12,000,000, but with the de- 
velopment accompanied by a correspond- 
ingly great expansion in the corporation’s 
resources and earning power, this expan- 
sion cannot be said to have been opposed 
to the interests of the stockholders. 

The 10,000 shares of 7% cumulative 
preferred require a dividend of only $70,- 
000. As a glance at the above earnings 
table will show, there is practically no 
question as to the safety of this dividend. 
The common, at the current rate of $4 
per share, offers a yield of 6.35% on the 
investment. With Abitibi closing a year 
(1922) in which it has operated at 95% 
of capacity, and from which earnings 
approximately as great as those in the 
boom year 1920 are expected (two state- 
ments made in quarters in close touch 
with the company’s affairs), it is apparent 
that the present common dividend rate 
is amply secured. The stock, at its pres- 
ent price, offers a yield of 6.35% on the 
investment, and under better general 
market conditions would be quite attrac- 
tive. 


Dealings in Canadian Securities 


American investors who have entered 
commitments in Canadian securities dealt 
in either on the Toronto or Montreal ex- 
changes without first going over the mat- 
ter with reliable investment houses have 
found that the total cost of their com- 
mitments exceeded what they had ex- 
pected. This is due to the differences 
which exist between brokerage commis- 
sions on American securities purchased 
in this country and commissions on Ca- 
nadian securities in Canada. To avoid 
complications of this kind, American quo- 
tations of Canadian securities are gen- 
erally raised to accommodate the differ- 
ence in charges, but as our list above is 
in Canadian terms it may be well to ex- 
plain the variations that will be found: 

In arriving at the New York equiva- 
lents on Canadian quotations, the factors 
to be taken into consideration are: 


Exchange: Any differential between Ca- 
nadian money and American money 
existing at the time a commitment 1s 
made will have to be taken into con- 
sideration in arriving at the ultimate 
sum of the commitment. At the pres- 
ent time, Canadian exchange is quoted 
at 1/16 to 3/16 of 1% premium. 


Commissions: The Montreal and To- 
ronto commission rates are approxi- 
mately 100% higher than the rates pre- 
vailing in New York. 

Taxes: The provincial tax in Quebec is 
2 per $100, and in Ontario 3. Added 
to these is the Dominion Government 
tax of 3 per $100. 


Sundries: Shipping and insurance charges, 
tax on checks drawn in Canada and in- 
terest charges on stocks and bonds in 
transit must also be taken into consid- 

- eration. 














City of Verdun, 
Quebec 


% Gold Bonds 
due May Ist, 1941 


Included in the 
Montreal Metropolitan 
Commission 


Payable in New York 
in Un:ted States Fuuds 


Price to yield 
5.50% 


Rutter & Co. 


14 Wall St. 37 Lewis S& 
NEW YORK HARTFORD 














BONDS OF 


Canadian 
Government 
Railways 


INFORMATION 
FURNISHED 


STERLING BOND 
CORPORATION 


LIMITED 


136 St. James St. 147 Mountain Hill 
Montreal. Quebec. 

















DOMINION 
OFr 
CANADA 
542% Victory Bonds 


These bonds are a direct obli- 
gation of the Dominion of Can- 
ada, and are issued in denomi- 
nations of $50—$100—$500— 
$1,000. 

Canadian Bonds have always 
engaged a wide and steady 
market and we consider these 
bonds are selling at a very 
attractive price, 


To Yield About 5.40% 


We would be pleased to mail 
you our monthly circular of 
Government and Municipal 
Bonds yielding from 5.10% to 


6%. 
MacKay & MacKay 


Government & Municipal Bonds 
C. P. R. Bldg. Toronto, Ontario 














Once Upon A Time 
—and now 


The story of the world’s great- 
est Gold Mine—the Hollinger, 
that we have had produced in 
a 20-page booklet reads like a 
fairy tale. 


It deals with the property from 
the time it was staked until the 
present day, and is filled with 
human interest. 


Few people realize the magni- 
tude of this enterprise, the vast 
extent of their workings and 
the importance of this Mine to 
Canada. 


a number of 
A request is 
necessary to secure 


There are still 
copies available. 
all that is 
one. 


Simons, Agnew & Co. 


«Standard Stock Exchange 


MEMBERS ? Montreal Mining Exchange 

TORONTO MONTREAL 
McKinnon Building 189 St. James St, 
Adelaide 3806-3807 Main 8479 
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Asbestos Corporation 


NVESTORS are looking forward 

with interest to the statement of the 

Asbestos Corporation for the cur- 
rent year. 

Before the war, Asbestos was a 
struggling company, having succeeded 
a previous corporation formed in 1909 
which was unsuccessful. The new or- 
ganization merged six of the most im- 
portant producers in the Province of 
Quebec. The financial provisions of 
the reorganization were drastic in the 
extreme: The original preferred and 
common issues were entirely wiped out. 
Only the original bondholders retained 
an interest in the company, and they 
were given, for every $100-bond, $1000 par 
value of new securities, viz., $250 new 
Ist mortgage bonds, $500 new 6% pre- 
ferred stock (non-cumulative) and $250 
new common stock. Thus, the present 
outstanding capitalization of the com- 
pany represents exclusively the hold- 
ings of the original bondholders. 

Profits following the reorganization 
were small, but there were profits. 
When the war broke out, however, 
competitve supplies of asbestos dimin- 
ished, and demand for the product of 
the Asbestos Corporation enjoyed a 
corresponding rise. Also in this period, 
energetic research discovered many 
new uses for the material, and these 
added to the growth in the market. The 
result was a sudden development of the 
corporation’s results. In three years, 
it doubled its operating profits, and an 
astute management quadrupled net in- 


come. The record is as follows: 
Oper. Net Earned Per 
Profits Income Share 
Year (In Thousands) Com. 
Pi ctttnwenes $271 $55 
ee 343 68 
WB. ccccccccces 386 94 
eee 538 215 esece 
| Ee 563 254 0.45% 
66000666668 1,254 802 18.73% 
BR coccccscces 1,573 1,008 22.93% 
Ge wiathencesan 1,787 1,048 23.29% 


As the above table shows, Asbestos 
made continual good progress in each 
year up through 1920, when its earn- 
ings were at a record rate. 

In 1921, the corporation suffered what 
might appear to have been a severe 
setback. Operating profits declined 
50%. A different interpretation of the 
year’s results, however, is warranted 
by the knowledge that as much as $8.78 
was earned for the common shares, and 
that, as of December 3lst, last, the cor- 
poration held over $2,500,000 in cash 
and investments and had a free work- 
ing capital of $1,328,091. In other words, 
Asbestos opened 1922 in excellent finan- 
cial shape, and in a position to take 
full advantage of any upturn in trade. 

It is this fact, coupled with the up- 
turn that has taken place, which ac- 
counts for the current interest in the 
corporation’s affairs. Encouraging a 
favorable view is the recent official an- 
nouncement that the corporation pro- 
poses to erect a new half-million dollar 
mill, which it will finance out of earn- 
ings. Evidently, the corporation’s mant- 
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One of Canada’s 


Foremost Industries 


--FLOUR MILLING-- 


Next to growing the grain, flour 
milling is second in importance of 
Canadian industries. This industry 
has had a remarkable growth and 
its future is assured on account of 
Canada’s natural advantages. 


We own and offer 


CANADA FLOUR MILLS CO., Ltd. 


614% First Closed Morteage Bonds 
due 1942 
This company has been established 
over 40 years and is in the hands 
of very capable management. Earn- 
ings over eight times interest re- 
quirements. Assets four times bond 
issue. 
Price: $94.50 to yield 7% 
Write for full particulars 


McPARLAN)), BARRETT & CO. 
106 Bay “et a 


Toronto, 























Information Furnished 
on all 
Canadian Securities 


M. S. Wheelwright & Co. 


LIMITED 
Royal Insurance Bldg. 


Montreal 


63 Sparks St., 
Ottawa, Ont. 


518 Grain Exch. Bldg., 
Calgary, Alberta 

















New List 


Canadian Investments just 
issued 


Showing yields from 
5% to 10% 


Gladly mailed on request 


CAMPBELL, THOXPSON & CO. 


Investment Bankers 


107 BAY STREET 
TORONTO, CANADA 















































A Canadian 7% 
Real Estate Bond 


A first mortgage investment in To- 
ronto, capital of Ontario, population 
over 500,000, yielding 1% more than 


similar investments in the “United 
States. a 


These bonds are a first mortgage 
charge on a new modern seven-story 
Physicians’ and Surgeons’ Building 


In the Heart of 
Toronto 


Land and building, near one of the 
city’s principal business corners, 
valued conservatively «et $450,000. 
This bond issue $275,000. 


Bonds mature serially over 18 years, 
equity increasing yearly. Principal 
and interest payable half-yearly in 
New York funds. Bonds redeemable 
at par and accrued interest with 
premium. 


Write us today for particulars of 
these Professional Offices Limited 
7% Bonds. 


Graham. Sanson é(n 


INVESTMENT BANKERS 
TORONTO, CANADA 











We Offer 


Howard Smith Paper Mills 


7% First Mortgage 
Sinking Fund Gold Bonds 


Due Jan. 2, 1941 


Principal and half-yearly interest (Jan. 
2 and July 2) payable in Canada or 
New York at the holder's option. 


Price $100.50 and Interest 
Yielding 6.95% 


H. R. BRERETON & COMPANY 


Municipal and Corporation Bonds 


220 Dominion Bank Building 
Cor. King & Yonge Streets 


TORONTO, CANADA 














Do You Handle 
Canadian Securities? 


This department is acting as a market 
place for these securities, bringing 
them to the attention of forty thou- 
sand American investors every month. 
Financial houses handling Canadian 
securities should take advantage of 
this department. It will appear 
again in our issue of November 25th. 
We will be glad to mail you detailed 
information upon request. 
Address Advertising Department 


WALL STREET 


42 Broadway New York 
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facturing capacity has been tested, and 
its strong cash position maintained. 

Asbestos Corporation common sells 
in Montreal at $71 per share. On the 
current dividend basis of $6 annually, 
the stock offers a yield of over 8.54%. 
Compared with other Canadian indus- 
trials, it is out of line. 





LARGER VOLUME OF 
TRADE 
(Continued from page 994) 








have temporarily been able to market a 
larger quantity than usual (due to con- 
ditions already mentioned) they are not 
likely to continue this state of things be- 
cause of the fact that rates are now so 
high to shut their goods out and 
make it practically impossible to ship 
certain classes of articles to this market. 

How far this situation is likely to af- 
fect the business position of those con- 
cerns which depend largely on the ex- 
port trade remains to be seen but must 
of course be expected in the long run to 
work decisively against them. The sit- 
uation is recognized by a good many 
producers who are planning accordingly. 


as 


Prices and Buying Power 


The whole question of prices and 


buying power is affected in a significant 


way by conditions in the argicultural 
districts. Although crops have been ex- 
cellent in most quarters, the buying 


power which they have placed in the 
hands of the farmer is not as satisfac- 
tory as could have been hoped, due to 
the relatively low price of agricultural 
products which now prevail. This sit- 
uation is different from that which pre- 
vails in basic commodities generally, as 
reflected in the graph showing changes 
in basic commodities prepared by Fed- 
eral Reserve Bank of New York. Limita- 
tion of farm buying power naturally tends 
to bring about a maladjustment of busi- 
ness, particularly in view of the con- 
tinued high and rising prices of manu- 
factures. It is important to note that one 
significant reason for relatively low 
agricultural prices today is to be seen in 
the limitation of foreign demand, which 
has consderably curtailed our exports of 
cereals within recent weeks. 





LIVERMORE’S METHODS 
ANALYZED 
(Continued from page 982) 











tape in his continuous study of the action 
of the market. 

The psychological condition of the 
Street, meaning the reaction taking place 
in the minds of the public, as a result of 
various developments that come to hand 
from hour to hour, has a very tangible 
effect upon the market. No one who is 
operating in a large or small way, or han- 
dling a pool or attempting to float securi- 
ties or accumulate them, can afford to 
ignore this highly potent factor, and its 
effect upon supply and demand. 

Some large interests or a pool may be 











CitiesServiceCo. 
6% Cumulative Preferred Stock 
Present Yield over 82% 


Net earnings of Cities Service 
Co. have shown steady improve- 
ment during the last 12 months. 
Net earnings for August, 1922, 
were $982,207, as compared 
with $685,698 in August, 1921. 


Dividends on the Preferred Stock 
were earned 2.36 times in the 


year ended August 31, 1922. 


Cities Service Co. has announced 
a plan for $10,000,000 reduction 
in its debenture debt, due to the 
Company’s improved financial 
position. 


Send for Preferred Stock 
Circular P-18 


(Copy of the Debenture Re- 
funding Plan will be included) 


Henry L. Doherty & Co. 


Securities Department 


60 Wall Street New York 


Branches _in Principal Cities 




















20% More 
Income 


HY is it that on 
W two securities of 

equal investment 
rating one will yield 20% 
more annual income than 
the other? Because one is 
actively demanded and the 
other neglected. 


We make a specialty of 
searching out, analyzing 
and offering neglected 
issues that yield maxi- 
mum income consistent 
with safety, and that offer 
unusual opportunity for 
future profit. Special cir- 
cular on request. 


Ask for M. W. 62 


R. J. McClelland & Co. 


Investment Securities 


60 Broadway, New York 

















Orpheum Circuit 


(Incorporated ) 


We recommend the pur- 
chase of the securities of the 
Orpheum Circuit, Inc., at pres- 
ent prices. 


7'A% Convertible 
a eer @ 102% 


8% First Preferred 
Conv. Stock to 
Yield about 8%..@ market 


Common Stock... .@ market 


The common stock is listed 
on the New York and Boston 
Stock Exchanges, and orders 
placed with us will receive 
prompt execution. 


Descriptive circular on request 


Richardson, Hill & Co. 


ESTABLISHED 1870. 


Copley Plaza Hotel 
50 Congress St. DOSTON, MASS 
BANGOR 


PORTLAND NEW HAVEN 


Members of New York, Boston and 
Chicago Stock Exchanges 

















Hydro-Electric 
Light and Power 
Securities 


We are specialists in high- 
grade listed and unlisted 
public utility securities. 
Offerings, quotations, and 


analyses on request. 





Send for our “Service” Booklet 





BAKER, YOUNG & CO. 


50 Congress Street 
Boston, Mass. 


Philadelphia Springfield 
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attempting to buy 50,000 shares of a 
certain stock, and the attitude of the pub- 
lic or numerous investors is such that 
the latter are induced to liquidate their 
holdings. The selling of, say, 55,000 
shares from this source would be suf- 
ficient to nullify the effect of the pool 
accumulation and the market would con- 
sequently decline instead of advance. 
From this it will be seen why the psycho- 
logical conditions are so important, for 
no one can anticipate the effect of any 
special developments on the public mind. 
Judging these conditions—anticipating the 
probable effect of them, is one of Liver- 
more’s strong points. 

It would be an error to say that he is 
not concerned with the small interme- 
diate swings, for he is deeply interested 
in every kind of a movement that appears 
on the tape. 

He carefully observes the development 
of the swings running from five to twenty 
points and occupying periods of from a 
week to sixty days, and he studies intent- 
ly the two, three and five-point dips and 
rallies, for all of these play their part in 
forming that vast stream known as the 
stock market which, though frequently 
altering its course, follows the line of 
least resistance until its journey upward 
or downward is ended. 

Just as the panics announce to him 
that it is time to cover and go long, so 
the topmost section of bull markets ex- 
hibit earmarks which a practiced eye may 
discern. He watches for these because he 
endeavors to see them before anyone else, 
and particularly in advance of the pools 
and other large operators whose strategy 
he undertakes to solve. 

Having accumulated his line at what 
he believes to be the turning point in a 
great decline, he is likely to carry the 
bulk of it for many months, sometimes 
over a year, because he realizes that it 
requires a considerable time for general 
business to recover, earning power to be 
restored, and increased dividends paid. 
Therefore prices of stocks unless artifi- 
cially stimulated cannot travel their full 
course in a few months. Being intimately 
acquainted with all the booms and panics 
that have occurred during more than a 
quarter of a century, he possesses what 
might be known as an educated perspec- 
tive. Hence, while other people are say- 
ing the country is going to the dogs, and 
emphasizing their opinions by closing 
out or sebling short, he watches carefully 
for what he terms the psychological buy- 
ing moment. In the panic of 1907 he 
spotted it to the very hour. In the de- 
pression of 1921 he covered and went 
long while the market was in its very 
lowest stages, his published reason being 
that while there had been an oversupply 
of goods and commodities, there was 
likely to be a shortage of goods in the 
future. But I suspect that his finely- 
developed sixth sense or intuition told 
him the exact point in the market when 
his purchases could best be made. 

Every little thing that happens means 
much at such a time—the pounding by the 
bears, the public liquidation, the hopeless 
trade reports, the blue tint of the news- 


papers, speak volumes. But what he is 
most deeply interested in is the way in 
which the selling is absorbed—the re- 
sistance which it encounters at different 
levels; the volume of trading, the hyster- 
ical efforts of the various interests who 
are trying to depress prices; the tactics 
they use, and the lies they tell. Each 
factor has its weight, especially at this 
particular stage of the game. 

And it is a game, the greatest in the 
world, played by millionaires whose 
knowledge, power and resources are em- 
ployed in the anticipation of the world- 
wide changes in conditions that gov- 
ern the main swings in the prices of se- 
curities from low to high and back again. 
Knowing that anyone or set of indivi- 
duals, no matter how rich or how power- 
ful, is only partly intelligent, he strives 
to discern the concrete expression of all 
those millions of minds. 


Judging the Turning Points 


Judging the main turning points in 
the long swings is the most important 
thing that he does, and if he could ac- 
complish nothing else in between the 
panics and booms and accurately judge 
the right time for changing his position, 
he knows that he has a starting point for 
the rolling up of tremendous profits dur- 
ing the intervening year or two while 
the market is on its way from nadir to 
zenith. It is perfectly clear why this is 
so. A man who loads up at the low 
point of a panic has a certain amount of 
working capital. If he succeeds in sell- 
ing out near the top of the boom, he has 
not only his original capital but his ag- 
gregate profits as well. If he then takes 
a short position with his line increased 
by reason of these profits and success- 
fully rides this short line down to the 
next panic, he will find his resources 
vastly increased. 

These lines of stocks which Livermore 
takes on at the low points are not of 
course always sold at the topmost prices. 
As the market executes its series of in- 
termediate swings and begins to approach 
the level when an important turning 
point is likely to occur, he looks for 
more frequent reactions, and therefore 
will very often liquidate all or part of 
his line on some of the strong bulges 
which occur in the upper stages of the 
market, or in what is known as the sell- 
ing zone. He does not consider it good 
policy to try and get the last point, for 
many things can happen which might 
bring the ultimate turning point nearer 
than he anticipated. He knows that all 
stocks do not make their tops simulta- 
neously. Some reach their apex months 
before the last of them have exhausted 
their lifting power. The bull forces may 
be likened to an army which is carrying 
the defenses of the enemy: it can ad- 
vance just so far without becoming ex- 
hausted and falling back. He knows that 
the principal bull ammunition is money 
and that general conditions govern and 
limit the extent of any move; also that 
it is not so much the news, the statistics, 
the dividends, etc., that are important but 
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what is of dominating importance is the 
effect of the developments on the minds 
of men and the extent to which traders 
and investors are thereby induced to buy 
or sell. The market is not affected by 
what a million people think about the 
market, but it is immediately affected by 
their actual buying and selling or their 
failure to do either. 


The Intermediate Swings 


While the long swings are of the ut- 
most importance to him, they do not by 
any means constitute all of his operations. 
He is not an active trader, for long ago 
he cured himself of jumping in and out 
of the market day after day. Next in 
importance to the trades which he makes 
are the intermediate swings running from 
ten to thirty points and from a week or 
two to a few months in duration. Let 
us say that the market is getting into 
the upper levels and although not at the 
turning point becomes overbought and 
the technical position is such that a re- 
action of ten to fifteen points is immi- 
nent. He decides that under such condi- 
tions it is best for him to reduce his line 
of long stocks in order that he may take 
advantage of whatever decline occurs by 
replacing them at lower prices. He may 
have twenty or thirty points profit in a 
certain lot of stock which he believes 
will sell at a higher figure eventually, 
but if he can close this out on the verge 
of a sharp reaction and replace it ten 
points cheaper, he has thereby reduced 
the original cost by that much. 

His judgment of the time and the di- 
rection of these intermediate swings can 
only be formed accurately by the action 
of the market as recorded on the tape 
of the ticker. He cannot gauge it prop- 
erly in any other way. Where else can 
he see the gradual alteration from 
strength to weakness in the market; the 
complete supply of the absorption power; 
the ultimate weakening of support and 
the numerous other characteristics of 
such an episode. 

Just as the market displays to his 
practiced eye the downward phase, so it 
forecasts the end of the reaction and the 
time to resume the long side. These in- 
dications appear in the leading stocks of 
important groups and in many individual 
issues—usually the most popular trading 
mediums. The principles of judging the 
market by its own action, Livermore 
learned long ago and he found that they 
operate over the whole wide range of 
stock market movements, from the little 
half-hourly ripples back and forth to the 
great swings in prices running from one 
to three years. It is a question of supply 
and demand and once recognized and 
properly applied, it goes a long way to- 
ward solving of most stock market prob- 
lems. 

The market moves along the line of 
least resistance and when demand is 
greater than supply this line is upward. 
To detect the momentary changes as well 
as those taking a longer time to work 
out, is the daily task of Mr. Livermore, 
just as it is the business of every manu- 
facturer and merchant to judge the fu- 
ture course of his particular industry. 


(To be continued in an early issue) 
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Our Wires 
Forecast The 
Movements 


The buying and selling of securities on the New York Stock 
Exchange is recorded on the Ticker Tape. By carefully 
analyzing the message of the Tape it is possible to sense the 
forces of supply and demand that regulate prices. Our in- 
terpretation of the immediate course of individual security 
prices is offered in The Trend Letter Trading Service. 


The Trend Letter Trading Service 


Its business is to judge the best opportunities for profit as 
they appear among the securities listed on the New York 
Stock Exchange. It is the result of years of practical 
experience. 


How It Operates 


The Trend Letter Trading Service consists of telegraphic 
advices to buy or sell one or more securities when, in the 
opinion of the organization, particular stocks are in a posi- 
tion to advance or decline. The basis of the advice is the 
supply and demand as recorded on the ticker tape. 


It is not a question of how much money 
you can make on your own judgment, but 
how much more we can help you to make. 


Send Us the Coupon and Full Particulars Will be 
Promptly Sent to You 


The Trend Letter Trading Service 
42 Broadway New York 


~--------=- FREE INQUIRY BLANK-------— 


THE TREND LETTER TRADING SERVICE 
42 Broadway, New York 


Gentlemen:—Please explain in detail how the Trend Letter Trading Service 
would operate for me. 


PA 22 tin. deh eee sees aeniene bade sennneebee 
Oct. 28. 


























Newman Bros. 
& 


Worms 
25 Broad St. Tel. Broad 3887-8 


COTTON 


STOCKS 


Members 
New York Cotton Exchange 
New York Stock Exchange 
New York Coffee Exchange 
New York Produce Exchange 
New Orleans Cotton Exchange 
New Orleans Board of Trade 
New Orleans Future Brokers’ Assn. 
Chicago Board of Trade 
Associate Members 
Liverpool Cotton Association 
New Orleans Office 
401 Cotton Exchange Building 














PARTIAL 
PAYMENTS 


The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW.5, which 
explains our plan and termes, 


James M. Leopold & Co. 
Established 1884 
Members New York Stock Exchange 


7 Wall Street New York 





























New 
IncomeTax Laws 


Regarding the exchange of securities 
without taxable profits 


Previous to 1921, a tax- 
payer would have heen 
taxed on $1000 profit on 
an exchange of securities 
which cost $5000 for like 
securities having a value 
of 
Under certain condi- 
tions, according to the 
New Income Tax Laws, 
the same exchange would 
not requirc payment of 
a tax on this “profit.” 
A discussion of this new factor 
in the Income Tax Law which 
affects many investors will be 
sent on request without obli- 
gation. 

i The'coupon is for 

your convenience 


D eWO & COMPANY, 8S 


Investment Bonds 
SSTABLISNED 1880 


S. W. Cor. Monroe and Dearborn Streets 
CHICAGO 


97 Wisconsin Street, Milwaukee 





APPROVED 




















DeWOLF & COMPANY, INC., 
1105 Dearborn St., Chicago. 


Please send pamphlet on New Income 
Tax Laws. 
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Intimate Talks With Readers 


E were informed—this is a fact— 
W that a man who had a moderate 
degree of success as a trader (he 
was an expert in the eyes of his friends) 


could not give a definition of “call 
money.” 
What is the use of knowing these 


terms, since they do not forecast the price 
of Baldwin tomorrow? 

An intimate knowledge of most of the 
terms, and much of the ingredients of 
the fundamental position will help to 
make profits. Above all they will assure 
a degree of safety in keeping those prof- 
its. It’s what you have that counts! 

It should be noted that no interpreta- 
tion here given is absolute nor does every 
person hold the same views about the 
same terms. Therefore, the terms used 
are elastic mostly. 


Long and Short Pull 


If this writer were to advise a friend 
to buy and hold Union Pacific for a long 
pull, he would not mean to buy it with 
the object of securing a speculative profit 
in points. The only limitation would be 
as to time; and the market itself would 
decide the time. The advice in this case 
would be the same as saying, “Buy and 
hold Union Pacific till you are advised 
that the bull market in general (including 
a bull market in investment rails) is over.” 
A few factors are uncertain here. When 
will the bull market be over? No one 
knows at present. It has taken anywhere 
from twelve to thirty-six months in the 
past, and the bear market in bonds lasted 
ten years. 

Can one define “long pull’ in certain 
terms? Yes. The period of long pull 
about ends with the cycle in the group 
under consideration. The holder might 
have to get his bearings from experts in 
technique (we have all the data on hand 
at all times), or might be skilled enough 
to watch developments personally. When 
his judgment or his advisors are satis- 
fied that “they are high enough” on in- 
vestment and fundamental grounds, and 
have reasonably discounted the future— 
at that time the period “a long pull” is 
over, regardless of the profits or losses 
of the owner. 

“Short pull” as this writer understands 
it, and believes the Street generally ac- 
cepts the same view, relates to two pe- 
riods that can be chosen by the inves- 
tor or operator. The shorter pull refers 
purely to the swing of five to ten points 
on the average in the leading well dis- 
tributed stocks. Such a swing seldom 
culminates till the volume of trading ex- 
pands greatly and much bigger prices are 
uniformly talked of, both in and out of 
Wall Street. At that stage, a little dis- 
tribution and profit-taking (sometimes a 
good deal) takes place by pools and large 
operators. By large operators, the writer 
means the kind who deal in the 50,000 
to 100,000 share—and more—lines, some- 
times in a dozen issues. When these good 
judges see fit to take a five to ten-point 
profit, they are usually well informed, 
and their selling of “long stock,” coupled 
with the probability of their putting out 


some short lines for a while, tends to 
unsettle the market, and that stage often 
settles where the swing reaches a state 
of balance. Then the big fellows await 
developments. The “short-pull’ operator 
should be out of his speculative lines by 
that time, meantime retaining his invest- 
ment or “long-pull” holdings if he in- 
tends following the lead of the worth- 
while investors and operators. 

A much shorter pull than this is under- 
stood by many operators. This refers 
merely to the technical recoveries and de- 
clines coming after a fairly good and 
sudden advance or decline. But most 
professional operators call this merely 
“a turn.” 


“Liquidation” or Just Adjustment 


If the interested visitor will look 
around the large board-room of the prom-. 
inent commission houses in big cities, he 
will ever find the tickers surrounded by 
a group of regulars, who are usually 
great dispensers of exclusive misinfor- 
mation, and eager to pose as experts in 
their line. Sometimes they are right for 
a while, and become the idol of their 
board-room while they are right. But 
Wall Street speculative pedestals are 
shaky, and the audience a fickle one— 
ready to curse the man who wasn’t in- 
fallible who causes them to lose a dollar. 

A decline will come and the idol pro 
tem will volunteer “There they go! 100 
Steel at %4; 500 at %; 300 at 103 flat! 
Go short, boys. Morgan is selling!” This 
language is only varied in tone and style, 
from a stage whisper to a clarion call, 
varying with the degree of correctness 
of the previous prognostications of the 
idol, and his personal trades. His con- 
fident knowledge that “Morgan is sell- 
ing” or “Rockefeller is buying” is only 
exceeded in egotism by his crass ignor- 
ance of the real situation. 

Selling also means buying, since there 
must be a buyer for every lot. If “Mor- 
gan” sold that 100 U. S. Steel at 103%, 
someone bought it—and it might even 
be the same person at both ends of the 
deal. Steel might be undergoing a test 
by people to whom commissions and ex- 
penses cut a small figure. The seller 
might be the reader of this column tak- 
ing a 5-point profit, or another reader 
buying to hold for 110. If the decline 
is a regular one, it might be a technical 
adjustment of the market due to the ne- 
cessity (or judgment, of pools and big 
interests taking some profits). They have 
to take profits sometimes in order to pay 
the freight, so to speak; and the freight 
is heavy. 

Real liquidation is real selling by big 
holders, regardless of whether they call 
themselves pools, insiders, or investors. 
Liquidation is, in simple language, real 
selling all along the line of. substantial 
blocks by substantial people who for the 
time being are no longer bullish on the 
market, and aim to get out for the time 
being. 

Liquidation can only be truly present 
when the volume is heavy, and so called 
“inside support” is evidently lacking. It 
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can only stop when it has run its course 
and when investors or the powers-that-be 
decide that all weak long holdings and 
holders are out. 


Does the Insider Beat the Outsider? 


When we were much younger and less 
mature in the ways of the stock market, 
our great ambition was to be a director, 
or high officer, or something connected 
with “the inside” so that with the ad- 
vance information we believed would 
come along the gains from the swings 
in the corporation stock would be certain. 
That’s what we thought. 

In the good old days (so called)— 
which, by the way, were very bad ones 
judging by the practice—it is said on 
some authority that the majority of direc- 
tors’ meetings were held close to the 
telephone booths with excellent facilities 
for rapid transit to brokers’ offices. It 
is said, on the same authority, that many 
directors as closely identified with the 
daily fluctuations as with the stockhold- 
ers’ business, found many excuses to 
withdraw their august legs from the di- 
rectorial mahogat.y table, and steer an 
exceedingly accurate path to said booth 
in a hurry—several times during the 
meeting. 

Some of them probably made money. 
A sudden decision to maintain or pass a 
dividend—if it was really and truly “sud- 
den”—-might have had a money-making 
value in the stock market. For example, 
E. H. Harriman’s decision to place Union 
Pacific on a 10% basis was honest-to- 
goodness “suddenness” which caused the 
record price of 219 for that stock. Ad- 
vance information from E. H. Harriman 
himself, at a directors’ meeting or else- 
where would have been an advantage. 
As a general rule, which holds good 
ninety-nine times out of every hundred, 
advance information is of no value what- 
ever—and is often a great disadvantage. 


“The Tape Gets the News First” 


It is worth remembering, as we pointed 
out in our August 19th issue, that the 
tape is the real “insider” and gets the 
news weeks and months ahead because 
not a single purchase can be made by the 
chairman, president, directors or their 
friends, without something being record- 
ed—and very often they buy or sell as 
a result of their opinion on the probable 
action of their stock. 

Their opinions are very often wrong. 

If they make money by backing their 
opinion they deserve it. 

They have no kind of advantage over 
the skilled tapereader. 

They are hereby challenged to do any- 
thing without the skilled tapereader 
knowing what it is all about. 

Inside information is based on opinion 
and, so far as market action goes, is very 
often wrong and misleading. 

So far as making money out of “inside 
information” by getting on the “inside,” 
this writer at least has given up his yearn- 
ings so far as the market angle is con- 
cerned. It is nice to be on the inside and 
be an important man in a big corpora- 
tion, but the nearby booth facilities of 
the olden days no longer exist, and they 
would be practically worthless if avail- 
able. 
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FORD MOTO 


OF CANADA 


The annual meeting of this company will be held the fourth 


Monday in October. 


The latest financial statement i 


record of the company is submitted for your consideration. 


Every buyer of bonds or stocks should own a few shares of 


Ford of Canada. 


Dividend Record 


Dividends by calendar years: 


ee 6% cash 1912.....33%4% stock 1919...... 10% cash 
3 
ee 10% cash eitase< 10% cash ae 10% cash 
Bee ccces 25% cash ae 110% cash Setvesve« 10% cash 
Me secas 100% cash a 600% stock Pesecss 15% cash 
iiiceews 100% cash ee 5% cash re 15% cash 
500% stock ness 5% cash a 15% cash 
ae 20% cash edn 5% cash 15% cash 
° ° 
Financial Statement 
ASSETS LIABILITIES 
Cash on Hand and in Banks... $6,147,715.22 Purchase Cred- 
Investments at Cost.......... 8,971,184.00 itors, Etc........ $1,309,114. 25 
Accounts Receivable— Accrued Expenses 
, -t-- * -~ and Pay Rolls... 172,625.71 
Sy atdaewe $628,304.57 Srevieten fr In- 
Open Charge Ac- come Tax....... 600,811.81 
ump Goes ————._ $2,082, 551.17 
Doubtful Debts) 114,381.60 
Customs Draw- 
 gteemaat 274,506.53 Reservee— 
1.017.192.70 Depreciation of 
s on SS PD ‘ennewecs 3,880,922. 55 
. oe 
ppt ‘Son, Uninsured Risks 160,000.00 
greece 158,169.26 ———— 4,040,922.55 
Inventories— 
Home Office...... 3,323,583.41 
h (Less Surplus — As per 
me rift = Statement ...... 12,537,972.63 
earned) ...... 1,237,325.16 Capital Stock— 
———_ 4,560, 908.57 Authorized ..... 10,000,000.00 
Plant Accounts— ——— 
Home Office..... 8,047,442.93 
Branches ...... 1,758,833.27 
9,806, 276.19 Issued and Fully 
iain 1.00 MF weksinans 7,000,000.00 


$25,661,446.94 


The market price of this stock is around $403 per share. 
chase of this stock before the annual meeting and in units of 7 shares. 


LEE, GUSTIN 


Members Detroit 


DIME BANK BUILDING 
DETROIT 


R COMPANY 


ssued Oct. 4th with dividend 


25,661,446.94 


We advise the pur- 
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THOMAS C. PERKINS 
Constructive Banking 
30 State St., Boston, Mass. 


Underwritings and 
Reorganizations 























We strongly recommend the 


12% 


Participating Preferred Stock 
of the 


Equity Petroleum Corporation 


in which are combined 


sound investment value 


and wonderful specula- 


tive possibilities. 


Send for Circular No. 8 


DUFF,FREIDAY & CO. 


Investments 


66 Broadway New York 











Three Books of Real Merit 
The Real Estate Educator 


F. M. Payne (New 
Edition 1922). A re- 
pository of useful in- 
formation for ready 
reference, especially 
designed for Real 
Estate Investors, 
Operators, Builders, 
Contractors, Agents 
and Business Men. 
What you NEED to 
know, what you 
OUGHT to know. 
The New Edition con- 
tains The Federal 
Farm Loan System, 
How to Appraise 
Property, How to Ad- 
vertise Real Estate, 
The Torrens System 
of Registration, Avail- 
able U.S. Lands for Homesteads, The 





A B C of Realty and other useful 
information. 208 pages, cloth, $2.00, 
postpaid. 


The Vest Pocket Lawyer 


This elegant work, just published, con- 
tains the kind of information most 
people want. You can know the law— 
what to do—what to avoid. It is a 
daily guide—a manual of reference for 
the business man—the law student— 
the justice of the peace—the notary 
public—the farmer—the clergyman— 
the merchant—the banker—the doctor. 
360 pages, printed on bible paper. 
Cloth, $1.50, postpaid. 


The Radio Educator 


The most complete and comprehensive 
work published; especially adapted for 
the beginner and student, free from 
commercial or professional bias. Con- 
tains 352 pages, filled with real Radio 
meat, 268 diagrams and illustrations; 
bound in full cloth. $1.50, postpaid. 
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INDIVIDUAL 
INSURANCE PROBLEMS 
(Continued from page 1012) 


SOLVING 








loan is essentially correct. Aside from 
the fact that a business man’s credit may 
be extended by such security to the ex- 
tent of the cash surrender value of his 
policy, banking officials are naturally in- 
fluenced in favor of the borrower by the 
fact that he has shown foresight and 
thrift by investing in life insurance. 

A life insurance policy is frequently 
accepted by banks in lieu of marketable 
securities from a depositor in good 
standing, even to the extent of increas- 
ing his line of credit, because it evi- 
dences the integrity of the borrower, 
even though his business, of itself, may 
not warrant the extended accommoda- 
tion. 

The banking credit of a partnership is 
appreciably strengthened when the mem- 
bers of the firm carry life insurance for 
the protection of the business, for in case 
of the death of either of the partners 
the proceeds of the life insurance will 
tend to maintain the firm’s solvency dur- 
ing the period of readjustment. 


INSURANCE FOR A _ BOOK- 
KEEPER 


I am 33 years old, bookkeeper, married, 
wife and 2 children, rent $53, salary $60 
but elegant prospect of getting less any day as 
boss wants to cut wages. The following rep- 


resents my insurance holdings, all rated up 
10 years: 

Premium 
N. Y. Life, $1,000, 20 P. Li... ..cccee $39.15 
N. Y. Life, $2,500, Ordinary.......... 91.05 
N. Y. Life, $1,000, 20 Yr. Endow.... 59.19 
N. Y. Life, $500, Ordinary........... 18.85 
Equitable, $1,000, 20 Yr. Endow..... 59.01 
Equitable, $1,500, Ordinary.......... 60.00 


Fraternal, $2,500, 33 P. L. for reduced 

a, GD GE We oc cccacetececs 40.00 
Metropolitan, $400, 25 Yr. Endowment, 

(40c. weekly) 





$388.05 


The $1,500 Equitable ordinary has just been 
applied for. If granted, I intend to drop the 
fraternal policy. A strong fraternity, but I 
must seek cash values as I am a@ poor saver. 
Smoke a lot and bank very little. Keeping 
up the policies is a terrific struggle, hence I 
included endowments to provide money at 
middle age. 

Is this too much coverage? I would like to 
carry $240 worth. What form should I carry? 
How about figuring the fraternal policy as an 
Endowment and depositing the difference in a 
Building & Loan fund?—W. G., New York 
City, N. Y. 

You are now carrying a comprehen- 
sive line of life-insurance protection in 
respect of your stated income—$60 a 
week. I observe that this insurance has 
all been rated up ten years, although 
you do not state whether the rating is 
necessary on account of physical impair- 
ment or because of hazardous occupa- 
tion. In either case, the fact that this 
rating is considered essential by the com- 
panies in which you carry life insurance 
points to an additional reason for your 
striving to carry all possible protection 
for your wife and children to maintain 
them in event of your untimely death 
while still in the earning period of life. 

As you are but 33 years old now, a 
30 Year Endowment (which would in 
your case mature at age 63) would be a 
better and cheaper form than the Endow- 
ments you are now carrying, and the 
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endowments would mature at an age 
when you might still be actively employed 
in a remunerative occupation. 

Regarding the additional insurance you 
now propose taking, I would advise that 
you apply for a policy on the 30 Pay- 
ment Life plan rather than on the Ordi- 
nary Life. The premium for the first- 
named plan is very little in excess of that 
charged for the Ordinary Life ($3.52 
more per $1,000 of insurance in the Equit- 
able) while cash, loan, surrender values 
and dividends are proportionately higher 
on the 30 Payment Life plan. This form 
would relieve your old age from the bur- 
den of premium payments, while it builds 
up an estate more rapidly. 

I noted that you are carrying a 25- 
Year Endowment for $400 in the Metro- 
politan Life—on the “industrial” or 
weekly payment plan. I should advise 
that you make application to the Metro- 
politan to have this insurance changed 
to a policy for $500 payable on an annual 
basis—say, on the 30 Payment plan. You 
should ask the New York Life and the 
Equitable if they would be willing to 
change your 20 Year Endowments to a 
30-Year Endowment plan. 


DISABILITY INSURANCE 


Your article on disability insurance, Feb- 
ruary 18, 1922, attructed my attention. Will 
you please inform me whether I could pro- 
cure such protection if I had a policy which 
pays only an income to my beneficiary at my 
death or to myself when 60 years old? I am 
not quite sure that I fully understand the 
idea. What would be the best plan of in- 
surance to procure $100 a month income? 
I am 50 years old.—cC. C., New York City, 
mw F. 

In an article preceding the one to 
which you refer (February 4th issue) 
the age conditions under which the Dis- 
ability Benefit is operative were outlined. 
I would refer you particularly to the last 
paragraph of that article (February 4th) 
under the heading, “When Benefits Are 
Operative.” 

I do not quite understand from your 
letter whether you wish to have the Dis- 
ability Benefit added to an old policy, or 
whether you contemplate applying for 
additional insurance in which you desire 
the Benefit to be included. Some life in- 
surance companies are willing to add the 
Disability Benefit provision to old pol- 
icies; other companies refuse to issue the 
Benefit except when a request is made 
for it at the time the policy of life insur- 
ance is applied for. 

You ask, “What would be the best plan 
of insurance to procure $100 a month?” 
Is the income of $100 a month to be pay- 
able to yourself after age 60 or 65—in 
the form of an Old Age Income—or is 
it merely to be paid to your beneficiary 
after your death? Of course, in the case 
of an Endowment at 60, or at 65, if you 
died before entering upon the income- 
payment period, the guaranteed income 
would be paid to your beneficiary, or 
your beneficiary could take the commuted 
value (or lump sum) of the insurance 
instead. 

An income policy providing $100 a 
month at age 60 and life thereafter, taken 
out at your present age of 50, would be 
quite expensive, as the premium pay- 
ments during the 10 years between age 
50 and 60 would be over $1,500 a year. 
It would be better, I think, to make the 
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Endowment Period mature at age 65. 
The Disability Benefit could be included 
in such a policy. 





TRADE TENDENCIES 
(Continued from page 1026) 








are disposed to look with disfavor on 
untoward developments, such as a pos- 
sible attempt to advance prices sharply. It 
is apparent, however, that improvement 
is gaining force and gradual strength- 
ening of the industry’s position, both in 
respect to price appreciation and ex- 
panding production, will follow. 

Demand has slready grown to propor- 
tions great enough to call for expansion 
in operations at the mills. Production is 
not at a minimum, but it is probable that 
capacity output will be attained if con- 
sumer buying increases to the extent 
anticipated by the end of the year. The 
very marked expansion in paper-mill ca- 
pacity during the war period is an un- 
favorable factor in the situation which 
tends to make present-day production 
appear small in comparison with pre-war 
output. If the added capacity of recent 
years be ignored, current operations may 
be regarded as somewhat better than so- 
called normal. 

Paper makers are still following con- 
servative policies, shipping their prod- 
ucts as demand requires and keeping pro- 
duction within the limit of actual orders. 
In those cases where prices of finished 
products have lagged behind the main 
body of quotations, manufacturers are 
limiting the number of orders accepted 
for future delivery, evidently anticipat- 
ing higher prices to even up all grades. 

Newsprint consumption shows strong 
indications of making 1922 a record- 
breaking year. The larger editions and 
increased circulation of daily newspapers 
has resulted in the consumption of 14% 
more paper for the first eight months of 
the current year than for the correspond- 
ing period of 1921. Spot prices have ad- 
vanced slightly and Canadian mills have 
increased their quotations to $75 a ton 
for newsprint on contract, thus bringing 
their prices more nearly in line with the 
domestic level. 





LEATHER 








Further Improvement 


The leather industry is showing further 
irregular improvement. Leather prices, 
although firm and advancing, have yet to 
reduce the spread which exists between 
them and quotations on hides and skins. 
That this condition will eventually ob- 
tain seems probable, in view of the fact 
that the hide markets have shown no ele- 
ment of weakness since the current year’s 
recovery started. Domestic packer hides 
continue strong and are still tending up- 
ward, the same is true of calfskins and 
imported hides. Country grades are rela- 
tively’ less active although interest in 
these is growing. It therefore becomes 
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My First Lessons in Investing and 
Trading 
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erage and Publishing Fields 
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Bonds. 
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Investing. 
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Owns a Stock. 

This volume, handsomely bound, is 
an attractive addition to any library, 


whether at home or in the office. 
Price $5, postpaid. 





Richard D. Wyckoff, 


Editor of The Magazine of Wall Street 


HIS book represents meth- 
ods adopted and evolved 
during 33 years’ experi- 

ence in Wall Street in a man- 
ner so simple and direct as to 
appeal to every investor who 
sees it. The first edition was 
oversold before it was off the 
press. 


Investing for profit and in- 
come is a business in itself. 
While the average business 
man knows his own business 
thoroughly —he knows noth- 
ing, practically, of the princi- 
‘ples that underlie investments. 


As editor of THE MAGA- 
ZINE OF WALL STREET, 
Mr. Wyckoff has come in ac- 
tive contact with the mistakes 
of the average security buyer, 
and has developed into suc- 
cessful investors many thou- 
sands of business men who 
had lacked the necessary train- 
ing in the principles of security 





values. 
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STOCK OPTIONS 
INSURE 
Your Trading Operations 


Reduce Your Marginal Requirements 


Protect your profits and enable 
you to trade extensively with small 
capital. Speculative opportunity 
with unlimited profits from small 
investment. 


THE THEORY 


and operation of stock options is 
unappreciated by most people who 
are familiar with other forms of 
Wall Street investment and specu- 
lation. The fact that the cost of 
an option is comparatively nomi- 
nal, that all of the many ad- 
vantageous features connected 
with option trading are included 
in the premium or first and only 
cost of the original option should 
induce every one interested in 
stock market movements to care- 
fully study the subject of Stock 
Options. 


Explanatory booklet “MW” on 
request 


Our Sound Business Policy 


and conservative practice coupled 
with the quality of service ren- 
dered which is maintained at the 
highest possible standard assures 
our clients, whose interests are 
paramount, of perfect safety and 
entire satisfaction. The advan- 
tages to be gained in transacting 
business with a concern who 
handles solely the business of 
many of the leading Stock Ex- 
change houses are obvious. We 
handle none but gilt-edge paper, 
specializing exclusively in con- 
tracts endorsed by members of 
the New York Stock Exchange 
and solicit your patronage with 
every assurance that we realize 
the interests of our concern and 
welfare of its clients are so closely 
related as to be identical and will 
result in establishing you as one 
of cur permanent clients. 


ESTABLISHED 1906 


The reputation of this concern 
(second to none) has been built 
up on a self, sane, sound basis 
through honest, upright business 
methods, frankness and courteous 
treatment which has been re- 
sponsible for our transacting busi- 
ness on a constantly increasing 
scale. 


JEFFERSON & JEFFERSON 


INCORPORATED 
LICENSED BROKERS 
SUITE 1701-2-3-4-5 


42 BROADWAY NEW YORK 
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necessary to advance-leather prices rather 
than hope for a decline in hides. 

That the strength in hides is due to 
the improving leather situation, which is 
in turn occasioned by expanding indus- 
trial activity, seems too obvious to need 
comment. Demand for shoes, belting and 
other leather goods is broadening. Stocks 
of leather which were very burdensome 
a few months ago are gradually being 
reduced. Sole leather, for example, 
which totaled more than 10.8 million 
pieces at the close of July stood at 10.3 
million on August 31. Similar reductions 
are noted in upper, harness and uphol- 
stery leathers. 

Trade in footwear is increasing in vol- 
ume after the period of summer dull- 
ness. Production of boots and shoes, 
after showing a decline for the month 
of July, has again increased, August out- 
put recording a substantial gain. Ac- 
tivity in manufacturing circles should be 
well maintained. Stocks of shoes in re- 
tail channels remain low, and the time 
is fast approaching when the trade must 
feel the necessity for more liberal pur- 
chasing. Wholesale prices of shoes were 
recently advanced 25 cents a pair, on the 
average, and these increases are firmly 
held. Probability of higher prices for 
leather indicates some further readjust- 
ment in footwear quotations later on. 


It is apparent that the entire industry 
is definitely recovering from depression 
and while improvement may appear slow, 
it should be none the less certain. The 
leather division has yet to complete cer- 
tain phases of readjustment, such as re- 
duction of surplus stocks and realign- 
ment of prices to correspond more close- 
ly with higher cost of hides, before it 
may return to a condition of real pros- 
perity, nevertheless, earnings statements 
of the leather companies should hence- 
forth show an absence of the deficits so 
common last year. 





SILK 











Sharp Rise in Raw Silk 


Silk manufacturers are much con- 
cerned with the rapid rise in raw silk 
prices which has been taking place. The 
high price of the raw material. has, in 
fact, been a source of irritation for a 
long time but with the sharp advance of 
20 cents a pound in the leading grade in 
one weck, the situation is not one to add 
to the peace of mind of producers. The 
major part of the rise is undoubtedly ac- 
counted for by speculative activity, but 
knowledge of this fact does not help the 
manufacturer who finds that extensive 
buying on his part only serves to further 
accentuate prices. 

Whether the market will be kept under 
reasonable control by the Japanese inter- 
ests remains to be seen. Statistically, the 
commodity is in a very strong position. 
Imports to this country have increased 
with the broadening demand and grad- 
ually expanding production of silk goods, 
so that there is little ground for belief 
that a material setback of a permanent 


character will occur. It is probable that 
the use of artificial silk will increase with 
the maintenance of high prices for the 
natural product and this may have an 
effect in restraining excessive advances 
to a certain degree. 


Although the higher cost of raw ma- 
terial is disturbing to manufacturers, 
since they are not over-well stocked, they 
are now in a better position to pass the 
increase along to the consumer than here- 
tofore. Demand for silk goods is im- 
proving, and while there continues to be 
a show of resistance to advances, finished 
products are moving upward in conformi- 
ty with the trend of the raw-silk market. 


The longer skirts now in vogue, are of 
prime importance in expanding the bus- 
iness of broad silk manufacturers, since 
the yardage required is increased, not 
alone by the greater length of dresses, 
but also by their increased width. With 
the advent of the longer gown has come 
a more active demand for ribbons. Ho- 
siery is still lagging behind the rest of 
the industry but higher prices are likely 
to follow the advancing cost of raw ma- 
terials. 


In spite of the sharp rise in raws and 
the fact that production varies rather 
widely in different branches of the indus- 
try, according to the class of goods man- 
ufactured, the outlook for the trade as 
a whole is favorable. 





MELON-CUTTING SPREE 
IN STANDARD OILS 
(Continued from page 1017) 











Ohio Oil was particularly prominent in 
the Lima Oil fields of Ohio and Indiana 
in the beginning, but has since extended 
its activities throughout Illinois and a 
large part of Louisiana. The stock pays 
$5 a year in regular dividends, to which 
extras are added, at present at the rate 
of $3. If the stock be split up, par value 
reduced, and listed, as has been done 
with numerous Standard Oil, informa- 
tion would be forthcoming on which to 
base investment analysis of the issue. 
Meanwhile, commitments might well 
be reserved pending a further reaction 
in the stock. 


ATLANTIC REFINING: This year, 
Atlantic sold as high as $1,550 per share. 
In 1919, it sold above $1,700 per share. 
This year, the spread between the low 
and the high was 225 points. 


There are 50,000 shares of Atlantic 
common outstanding. At the recent high, 
the common holders’ equity in the prop- 
erty is valued at $77,500,000. This valua- 
tion is on a property capable of earning 
166 millions in one year alone (1920) and 
exceeding its common dividend require- 
ments in that year by nearly 8 millions. 


Atlantic is a refiner, and operates 
among the most extensive facilities for 
this purpose of any of the Standard 
group. It has plants at Philadelphia, 
Franklin and Pittsburgh. It has a profit 
and loss surplus of 62 millions, a net 
working capital of 49 millions, and in the 
last eight years, despite last year’s slump, 
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earned an average of over $5,657,000 for 
its common shares. 

Like the other Standards, Atlantic 
pared inventory values to the bone in last 
year’s reckoning. Hence, beside the profit 
which can be extracted from operations 
this year, and in view of the rise in oil 
prices since last year ended, the company 
stands to show a good part of what it 
lost last year, in addition to current 
value of holdings. More understandably, 
Atlantic’s inventories, valued on last 
year’s calamity-basis, are as much more 
valuable now as oil has recovered in price. 

A stock which pays $20 a year, as does 
Atlantic, against a selling price around 
$1,500, is manifestly not one that will 
appeal to those who wish their holdings 
to carry themselves from the start. But, 
as those who have read this review thus 
far will realize, Standard Oil stocks, par- 
ticularly the group covered here, are not 
selling on such a basis. They are selling 
on the basis of financial resources and 
earning power, with some stock-dividend 
sentiment thrown in for good measure. 
On this basis, Atlantic Refining on a 
good reaction might easily prove an 
attractive investment, despite its neg- 
ligible present yield. 


VACUUM OIL: To complete our re- 
view, it is only necessary to touch upon 
the position of one more Standard Oil 
stock—Vacuum. 


Vacuum Oil, the corporation, is not, 
perhaps, very generally known. But 
“Gargoyle,” the trade name of its chief 
product, is universally known. The prod- 
uct (lubricating oil, principally for auto- 
mobiles, and trucks) is manufactured and 
sold according to nearly the most scien- 
tific methods of any industrial commodi- 
ty, and has resulted in correspondingly 
large profits for its producer. 

Vacuum Oil earned a net income of 
3% millions in 1912, In 1921, that year 
of disaster for most concerns, it sailed 
through with a net income of over 6 mil- 
lions. This remarkable showing becomes 
all the more so when it is realized that, 
against 1921’s results, Vaccum Oil charged 
off more than 3.4 millions inventory de- 
preciation. In other words, Vacuum Oil 
not only came through 1921 with a large 
balance for its stock, but that balance 
would have been 50% greater had not 
Standard Oil conservatism called for the 
depreciation charge noted above. 


Here is the story of Vacuum in a nut- 
shell: From 1912 to, and including, the 
“disastrous” year 1921, it has shown a 
total of over $413 per share for its com- 
mon stock, a yearly average of better 
than $41 per share. Out of this, it has 
paid only $76 per share during the period, 
or an average of 7.6% per year. It has 
built up its surplus from 14 millions to 
62 millions, and its working capital from 
20 millions to 59 millions. 


That is why Vacuum Oil sells at close 
to $700 per share, and reason enough for 
the belief that a profitable stock distribu- 
tion will be declared by this corporation 
before very much longer. From a pure- 
ly analytical view, this company seems 
in the best position of any other but 
commitment in the shares should be 
deferred until a more favorable time. 
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Help Her to Save 
More Lives 


AST year over 100,000 lives were 
saved with the aid of Tubercu- 
losis Christmas Seals. Tuberculosis 
is being controlled. ‘The death rate 
has been cut in half. If you and 
others join the fight, it can be 
stamped out. 

Buy Christmas Seals. When you 
see someone selling them, help the 
fight along by buying all you can. 
Your help, the help of every happy, 
healthy person, is needed; and it 
will count. 





FOR HEALTH 


Stamp Out Tuberculosis 
with Christmas Seals 


The National, State, and Local Tuberculosis Associations of the United States 














This Book Will 
Help You Place Your 
Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It isworth reading by all 
who have money toinvest. It points the way 
to safe investing, and shows how to make 
sure of always getting interest and principal 
promptly when due. 

Thirty-seven years of service without loss to a 
customer—a service not only to the individual in- 
vestor, but tothe great insurance companies as well 
—such is the e xperience out of which this booklet 
is offered to you. 

Send for it now. Mail the coupon. “How to Select 
Safe Bonds” will come to you by return mail. 


CUT OUT THIS COUPON 


ea ee 
t GEORGE M. FORMAN & COMPANY i 
i 105 West Monroe St., Chicago 1 
I Please send me a free copy of ‘How to Selec. Saf 
g Bonds.”’ t 
‘ Name 5 ' 
i ceilieittteniastnenimnmenneine i 
II saiccrncicitniiniinsserisiniennicenstniiamncanniini 1 
' ‘ 

City State .... ' 





GEORGE M. FORMAN & COMPANY 
ORMA 


Established 1885 


105 West Monroe St. 
Chicago 


MORTGA 
GOLD 37 Years Without Loss 
BON DS to a Customer 









Charts 


We have ready for distribution an 

87 page booklet containing charts and 

other valuable information on over 
40 active listed stocks. 

Execution of less than 100 share orders—invest- 

ment or margin—our specialty. 

if you cannot call send for booklet M.W. 302. 


WILSON & CHARDON 


Members Consolidated Stock Exch. of N. Y. 
62 Broadway New York 
Telephone Whitehall 1964. 











10% SemiAnnuaily 


on investments in moathly = ayments or 
it 


ow sums; Safety; Real ate Secur- 
ity; Tax Exempt; State Supervision. 
Send for Details. 

Okmulgee Building & Loan Ass’n 
Okmulgee Oklahoma 

















FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting information and markets 
on request. 

JOEL STOCKARD & COMPANY 


Penobscot Bldg., Detroit 
Members Detroit Stock Exchange 











1056 








BANK RULINGS AND 


DECISIONS 
(Continued from page 1020) 








which had been previously granted was 
dissolved, the plaintiff banks then taking 
the case to the United States Circuit 
Court of Appeals. Meanwhile the banks 
which were parties to the case have con- 
tinued in position to charge exchange. 


The North Carolina Case 


This case was brought in February, 
1921, by North Carolina banks who sought 
to restrain the Federal Reserve bank, of 
Richmond, from returning as dishonored 
checks presented at the counters of the 
banks upon which exchange had been 
tendered. The restraining order was 
issued and the case was then appealed 
to the Supreme Court which reversed the 
lower court on the ground that the state 
law was unconstitutional. <A petition to 
rehear this case in the Supreme Court of 
North Carolina is now pending. 


The Kentucky Case 


In the Kentucky case the Farmers & 
Merchants Bank of Catlettsburg, Ky., 
filed a petition for an injunction against 
the Cleveland Federal reserve bank re- 
straining it from continuing its par-col- 
lection system. The Cleveland bank se- 
cured the removal of the case to the 
U. S. District Court where the matter 
has been under advisement for some time 
past and decision has been expected for 
a good while. 


The Oregon Case 


In the autumn of 1921 the Brookings 
State Bank of Brookings, Ore., filed a 
bill in the U. S. District Court seeking 
to restrain the reserve bank of San Fran- 
cisco from various acts designed to force 
the bank to remit at par. A preliminary 
injunction was issued with the purpose 
of preventing the reserve banks from 
sending letters to its clients advising 
them that they must look to the Brook- 
ings Bank for their protection through 
failure to protest paper. This prelimi- 
nary injunction was subsequently made 
permanent. 


The Nebraska Situation 


In Nebraska a number of state banks 
as long ago as 1921 agreed to refrain 
from remitting at par and if necessary 
file suit for injunction against par-collec- 
tion methods. This matter has not come 
to actual legal test in Nebraska but the 
Reserve Bank of Kansas City has with- 
drawn local collecting agents and re- 
moved the names of the non-par banks 
from the par list. The situation is thus 
left open and some developments in it 
may occur at an early date. 


Phone Privacy 


Now possible by instantly snapping on the Husb-A-Phone. This new 


invention makes your te'ephone as private as a booth. 

Keeps nolse off the wire—you and your y therefore —_ clearly. 

Prevents disturbance of others—result efficiency. Used by Magasine 

of Wall St. Sent on approval. Try it at our expense. 

HUSH-A-PHONE CORP., 22 E. 17th St,, N. Y. C. 
"Phone Stuyvesant 5662. 
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What’s 


Coming 


This Fall? 


Will the Bull Market continue this Fall ? 
Will bonds sell higher? 
How about money rates? 


Babsons 


REPORTS 


Babson’s recent Barometer Letter 
“The Fall Outiook’’, just off the press, 
gives you the plain, unbiased facts on 
the present situation, and forcasts com- 
ing conditions with remarkable accu- 
racy. It contains information of vital 
importance to every investor. 


Report on Request 


This Barometer Letter and Booklet —“Getting 
the Most from Your Money’’—is available for 
distribution to interested investors, gratis. 
Tear out the Memo—»ow—and hand it 
to your secretary when you dictate the 
morning's mail. 


genceemennees MIE MO) ansszssessess 


For Your Secretary 
Write Roger W. Babson, president of Babson’s 
Wellesley Hills, 82, 


Statistical Organization, 
Mass., as follows:Please 
send me Bulletin <A57 
and booklet “Getting 
the Most from Your 
Money”’—gratis. 











DIVIDENDS 


PACIFIC GAS AND ELECTRIC CO. 
FIRST PREFERRED DIVIDEND NO. 33 
ORIGINAL PREFERRED DIVIDEND 
NO. 67. 

The regular quarterly dividend of $1.50 per 
share upon the full-paid First Preferred and 
Original Preferred Capital Stock of this Com- 
pany will be paid on November 15, 1/122, to 
shareholders of record at close of business Octo- 
ber 31, 1922. The transfer books will not be 
closed and checks will be mailed from the office 
of the company in time to reach stockholders on 

the date they are payable. 
A. F. HOCKENBEAMER, 
Vice-President and Treasurer 


California. 








San Francisco, 





AMERICAN WATER WORKS & ELECTRIC 
COMPANY, INC. 


phe regular quarterly dividend of 144% on the 

7% Cumulative First Preferred Stock of this 

Company for the quarter ending October 27, 1922, 

has been declared payable November 15, 1922, to 

stockholders of record at the close of business 
on November 1, 1922. 

W. K. DUNBAR, Secretary. 

Said dividend when received wil] be distributed 

to voting trust certificate holders in accordance 
with the above dates. 

BANKERS TRUST COMPANY, 

Agent for the Voting Trustees. 

By H. B. WATT, Assistant Secretary. 





WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 
A dividend of two per cent ($1.00 per share) 
on the COMMON Stock of this Company, for 
the quarter ending September 30, 1922, will be 
paid October 31, 1922, to Stockholders of record 
as of September 30, 1922. 
H. F. BAETZ, Treasurer. 
New York, September 20, 1922. 


THE MAGAZINE OF WALL STREET 








co: aw 


i oo eo 


STATE LEGISLATION SUMMA- 
RIZED 


HE report of the committee on state 
legislation adopted at the October 3 
session of the American Bankers 

Association affords a valuable review of 
the work done in promoting or opposing 
proposed state legislation during the past 
year and may be summarized as follows: 

Only eleven states have held regular 
sessions this year. Six measures recom- 
mended by the American Bankers Asso- 
ciation have been passed. Your Commit- 
tee on State Legislation has had two meet- 
ings, one at White Sulphur and the other 
one here, and recommends to you the fol- 
lowing legislation: 

First, a bill to permit time limit on stock 
payments of ninety days, unless renewed. 
That was passed in Oregon in 1921 and 
is recommended by the general counsel, 
approved by the executive council. 

Second, payment of checks. We recom- 
mend a bill, a draft of which is to be 
made by the general counsel, giving a 
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LEADERSHIP 


Quality -Price -Service 


Measured by mile- 
age covered and 
tonnage hauled, 
Republic low cost 
transportation is 
without parallel. 


REPUBLIC TRUCK SALES CORPORATION 
ALMA, MICH. 


SEPUBLIC 


Republic has more trucks in use than any other exclusive truck manufacturer 




















THE BOOK REVIEW 


(Latest Publications on Finance and “Business ) 


“Wills, Estates and Trusts” 
By T. CONYNGTON, H. C. KNAPP AND W. W. PINKERTON 


A manual of Law, Procedure and Accounting for executors, 
administrators and trustees, giving the legal elements of trust 
funds, the trust function of state and national banks and practical 
accounting procedure for estates. 


790 pages (2 volumes). Price $8.10 p. pd. 


“Purchasing Principles and Practices” 
By J. C. DINSMORE 


An unusual book full ot helpful information and new ideas that 
should be a great help to the purchasing agent of today and 
tomorrow in his daily attempt to make the dollars he spends 
work harder and more efficiently. 


292 pages Price $6.00 


Place your order with the Beok Department 
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4024% Profit 
in Oils 


The Brookmire Analyst of July 
24 recommended the purchase 
of the Standard Oil stocks of 
Indiana, California, Kentucky, 


New York, Ohio, New Jersey. 


Those who acted upon these 
recommendations made a profit 
of 536 points up to October 
9—4024% in a little over 2 
months. 


Many other groups. recom- 
mended by the Brookmire Ser- 
vice this year have shown simi- 
lar profits. 


Brookmire clients are continu- 
ally receiving unusual buying, 
selling and shifting opportuni- 
ties. 


Similar opportunities are ap- 
pearing in current Brookmire 


Bulletin M-4. 


A copy will be sent free to 
investors 


lor P ACCURATE TIMELY FORECASTS ON MARKET TRENDS 


BROOKMIRE 


ECONOMIC SERVICE vont” RY 
25 Wese 45th Serect 
° The Ongenat System of toreco sting From Economic il 














PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 
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bank the option to refuse payment of a 
check presented one year after date.) 

The third recommendation is as to the 
legal effect of check certification, ahd was 
brought about by the decision in Illinois 
of the National City v. the National Bank 
of the Republic. This is an amendment 
of the Negotiable Instruments Act, to be 
drafted by the general counsel to safe- 
guard banks from risk of loss in the cer- 
tification of altered checks, with some 
such certification stamp as “Certified un- 
less altered since issued by the maker.” 

Fourth, protection of innocent purchas- 
ers of checks given for money lost in 
gambling. This is an amendment of the 
Negotiable Instruments Act, recommend- 
ed to be drafted by the general counsel 
to protect innocent purchasers from de- 
fense of maker, that check is void. 

We now have been able to effect some 
progress in the matter of a uniform fidu- 
ciaries act, and we recommend the enact- 
ment of state legislation with the purpose 
to relieve banks and other persons from 
burden of inquiry on taking paper drawn 
or endorsed in fiduciary capacity, as with 
the good faith of the fiuciary. The com- 
mon illustration of that is that when your 
bank is presented with a check signed by 
the officer of a corporation and payable 
to that same officer, you are now bound 
to inquire regarding the propriety of that 
payment, whereas it is suggested that the 
banks should be under no such necessity 
and not bound to inquire as to the origin 
or cause of that payment. 

Adverse claim to deposit. We recom- 
mend legislation similar to that passed in 
Mississippi this year, to protect banks in 
case of notice of adverse claims of de- 
posit which need not be recognized unless 
backed up by restraining court order or 
surety bond. 

We have devoted considerable time this 
year also to the consideration of the laws 
and regulations regarding buildng and 
loan associations; and we have conducted 
a referendum to see if in the various 
states there is need of some additional 
regulation so that the business of those 
building and loan associations may be 
conducted in a proper manner and under 
terms of fair competition with banks. 

The gist of the recommendations that 
have been put forth by the members of 
our committee may be put down here in 
just seven headings. In short, they are: 

First, forbid employment of promoters 
and professional organizers in relation to 
building and loan associations. 

Second, restrict the granting of char- 
ters in the same manner as now exists for 
banks. 

Third, where demand depositors are ac- 
cepted from the general public, similar 
researches should be required as are ex- 
acted of banks. 

Fourth, draw sharp distinction between 
a true building and loan association and 
one using methods of an ordinary savings 
bank. The latter is not entitled to tax 
exemption, federal or state, and should 
be forbidden to advertise accordingly. 

Fifth, restrict loans on real estate to a 
radius of fifty miles. 

Sixth, insure equally effective super- 
vision as is now exercised over banks. 
Give the department officer in charge 
broad discretionary powers to regulate 
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Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
George G. Janosik, who, having been duly sworn 
according to law, deposes and says that he is 
the Business Manager of The Magazine of Wall 
Street, and that the following is, to the best of 
his knowledge and belief, a true statement of 
the ownership, management (and if a daily paper, 
the circulation), etc., of the aforesaid publication 
for the date show n in the above caption, required 
by the Act of August 24, 1912, embodied in sec- 
tion 443, Postal Laws and Regulations, print 
on the reverse of this form, to wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

Publisher, The Ticker Publishing Company, 42 
Broadway, New York City; Editor, Richard D. 
Wyckoff, 42 Broadway, New" York City; Man- 
aging Editor, Emanuel D. King; Business Mana- 
ger, George G. Janosik, 42 Broadway, New York 
Cc ~. 

. That the owners are: (Give names and ad- 
ae. of individual owners, or, if a corporation, 
give its name and the names and addresses of 
stockholders owning or holding 1 per cent or 
more of the total amount of stock.) 

Ticker —_—s Company, 42 Broadway, 
New York City. 

Richard D. Wyckoff, 42 Broadway, New York 

ity. 

Cecelia G. Wyckoff, 42 Broadway, New York 

ity. 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding 1 
per cent or more of total amount of bonds, mort- 
gages, or other securities are: (If there are none, 
so state.) 

None. 

4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and secur- 
ity holders, if any, contain not only the list of 
stockholders and security holders as they appear 
upon the books of the company, but also, in cases 
where the stockholder or security holder appears 
upon the books of the company as trustee or in 
any other fiduciary relation, the mame of the 
person or corporation for whom such. trustee is 
acting, is given; also that the said two paragraphs 
contain statements embracing affiant’s full kmow!l- 
edge and belief as to the circumstances and cen- 
ditions under which stockholders and_ security 
holders who do not appear upon the books of the 
company as trustees, hold stock and securities in 
a capacity other than that of a bona fide owner, 
and this affiant has no reason to believe that any 
other person, association, or corporation has any 
interest, direct or indirect, in the said stock, 
bonds, or other securities than as so stated by him. 

5. That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid sub- 
scribers during the six months preceding the date 
shown above is (This information is re- 
quired from daily publications only.) 

George G. Janosik, 
Business Manager. 





Sworn to and subscribed before me this 27th 
day of September, 1922 
(Seal) J. L. Leithead, 
Notary Public. 
My commission expires March 30th, 1923. 
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A SURE ROAD TO FINANCIAL IN- 
DEPENDENCE 
An investment plan of a high-grade 
Bond house offering a safe, systematic, 
stimulating means of accumulating 
wealth and investment income. (207) 


HOW HENRY WILKINSON BECAME 
RICH! WHEN LUCY FARRAR’S 
SHIP CAME IN! 


Two extremely interesting investment 
stories from real life that all income 


builders should read. (208) 


FORTY YEARS WITHOUT LOSS TO 
ANY INVESTOR 


A booklet which briefly describes the 
first mortgage bonds, safeguarded 
under the Straus Plan, the nature of 
the safeguards, and the definite 
reasons underlying the record of this 
house. (217) 


THE GREENSHIELDS REVIEW 


A brief summary, based on authentic 
statistics of the current state of busi- 
ness in Canada. (218) 


“THIRTY-SIX QUESTIONS FOR 
INVESTORS TO ASK OF THEM- 
SELVES” 
A series of tests to be applied to se- 
curities held or in contemplation. 


(222) 


“PUTS AND CALLS” and “THE 
USE OF OPTIONS” 


are two interesting pamphlets issued 
by one of our advertisers. We sug- 
gest that our clients study up on 
these interesting methods of trading 
in the Stock Market.” (223) 


THE PARTIAL PAYMENT 


method of purchasing good securities 
in odd lots and full lots on convenient 
terms is explained in a free booklet 
issued by an old established New 
York Stock Exchange House. (224), 


ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 


F. A. BREWER & COMPANY 
REVIEW 


An 8-page folder, devoted to Foreign, 
Domestic Bonds and Chicago stocks, 
giving a carefully prepared summary 
of financial news, helpful to the intelli- 
gent and conservative investor. (227) 


THE BACHE REVIEW 
The Progressive investor or trader 
should place his name on the list to 
receive this review. One of the most 
authoritative and instructive financial 
reviews issued by a Stock Exchange 
firm. (228) 


“THE JONESES AND THE 
BROWNS” 


is an unusual presentation of the ad- 
vantages of accumulating high-grade 
investment bonds on the partial pay- 
ment plan. In the form of a short 
modern play, it recounts the financial 
progress of two typical American fam- 
ilies. Just published—both amusing 
and instructive. (229) 


BOND TOPICS 


Special articles and pertinent news 
notes published by a well known in- 
vestment house specializing in high- 
grade public utilities. Discusses in a 
broad way this popular class of in- 
vestments. (230) 


“ODD LOTS” 


offer many advantages to both large 
and small investors. These are clearly 
and simply explained in a booklet now 
being distributed by a Stock Ex- 
change house which specializes in this 


field. (231), 
DENMARK 


as an attractive field for American in- 
vestors is discussed in an instructive 
booklet published by a house which 
specializes in Scandinavian bonds. 


OCTOBER INVESTMENT SUGGES- 
TIONS 


A circular containing suggestions in 
bonds, preferred stocks and good, 
dividend-paying stocks for the invest- 
ment of October funds has been pre- 
pared by a New York Stock Ex- 
change firm. (233) 


BETTER BOND INVESTMENT 


An interesting booklet issued by a 
long established first mortgage bond 
house, giving a thorough and com- 
plete explanation of the methods em- 
ployed in negotiating their loans. 
(234) 


JOINT STOCK LAND BANK BONDS 


A 20 page booklet tracing the his- 
torical and economic development of 
these bonds, pointing out their ap- 
peal to conservative investors. (235) 


ST. PAUL & ST. LOUIS SOUTH- 
WESTERN 


An analysis of these two systems in 


comparative form, discussing their 
important physical and _ financial 
elements. (236) 


AN INTERESTING SERVICE LET- 
TER 


Issued by a well-known Stock Ex- 
change firm, calling attention to a 
new investment problem that con- 
fronts the investor as a result of the 
remarkable transformation which has 
occurred in the investment field dur- 
ing the past year. (237) 
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Profits Eighty-five Times C f Servi 
rotits Eighty-five [Times Cost of service 
In order to prove what our Associate Members have done during the past several months, we have tabulated the actual results of purchases 
made by Associate Members who followed our advices strictly and bought 100 shares of each of our recommendations on the dates mentioned. 
Transactions under our Standard Plan during the period from September 1, 1921, to September 15, 1922. 
Date Price Price Price -— 100 Share Basis—. 
Security Purchased Paid **Date Sold Received Sept. 15 Loss Profits* 
S. 0. of N. J cece 75-20-21 149 11-14-21 179 ase eccoece $3,000.00 
Con. Gas ° 9- 2-21 87 3- 9-22 (¥2) 10442 - seeses 875.00 
Am. Loco........ ° 9- 2-21 « 86% 1-20-22 10542 a0 “aan 1,925.00 
Union Pacific 9- 2-21 118% i 26-22 ('2) 127% meee a9enee 443.75 
 * rear 9- 2-21 50 9-21-21 5442 eee 450.00 
Am. Su. Tob.......... 9- 2-21 43% 9-21-21 42'2 — $125.00 ee ° 
Col. Graph..... ocee 9- 2-21 3% 4-15-22 3's ose 12.50 . 
BOD ccccceccccccccvccece ceccecccee 9- 2-21 24'2 11-14-21 33% ese oeseee 900.00 
Bm. FER. ] Deb cccccccseccccece coos 9-22-21 10634 4-26-22 (2) 116% one < 506.25 
Th, PB cccccccccoss ceccvccccoeseese 9-30-21 7934 1-27-22 8034 - ° 100.00 
REE ceccasccccccesecessesesceseees 9-30-21 723% 3-22-22 74% . 175.00 
Ws Be cccccccees neeseaneneseucence 9-30-21 56.4 2-28-22 63'2 ees . 725.00 
Allis- Chal. eeccccccccecsecores covccece 9-30-21 33 1-26-22 (2) 4i%2 ° 425.00 
SE SEP. cocccconcecsecscecevesece 10- 1-21 52 12-19-21 63'2 : 1,150.00 
Corn Products. .....ccscccccccccccceces 10-26-21 82 12-19-21 962 1,450.00 
PRED Bie cccccccccscccccsccccccs oes t12- 6-20 36 10-28-21 47 : ° 1,100.00 
U. S. Steel . tt- 3-21 803% 2-25-22 (2) 9434 . . 718.75 
Atchison .. tt- 3-21 85% 1-26-22 ('2) 96'2 ° 531.25 
Can. Pac. it- 3-21 4 1-26-22 (42) 123'4 ee 462.50 
Texas Co. +12-15-20 4! 11-14-21 47 600.00 
Ajax Rubber +9-23-20 40 11-24-21 1842 2,250.00 ee 
Martin Parry 11-21-21 18'2 1-26-22 (V2) 3! eéeoes 625.00 
Gen. Mot. 11-22-21 80 1-18-22 82'2 . 250.00 
int. P. 12- 2-21 73% 4-19-22 6675 700.00 . 
Tob. Prod. ..... 1-18-22 64'2 4-19-22 68'2 eseee 400.00 
SERED ccccces 1-18-22 3434 4-19-22 403, ° 600.00 
m. Woolen 1-18-22 82'4 3-18-22 885, neeeee 637.50 
UD GE scececcccecscccecceaseconese 2- 7-22 5234 3-18-22 56's oeesee 337.50 
al. Pack. .... 2- 7-22 70'2 6-16-22 75 see 450.00 
Westinghouse .. 2- 7-22 5342 5-11-22 oS + .+;( - ££ e8 $j.  eeeeee 950.00 
m. Ca a ccocecsccenesecs 2-17-22 146 3-18-22 154 ° 800.08 
. yf “ee esaepargerasayye- 2-27-22 4656 4-19-22 46 62.50 
Cont. Can ....... ° +4-14-21 5444 3-18-22 63'%4 7 . 900.00 
rrr rer ti- 3-21 857% 3-18-22 (2) 97'2 ove 581.25 
SE?  caccesscceseosness 3-30-22 107% 4-19-22 117 eee 912.50 
Royal Dutch 3-30-22 5455 4-19-22 (4%) 62'4 sane 393.75 
Am. Car & Fdy............ 3-30-22 154% 5-11-22 160 512.50 
Wort Pp 3-30-22 50'4 6-16-22 49". 75.00 ° 
i. Cen 3-30-22 101%, 6-16-22 103'2 seccce 200.00 
Del., L. 4- 8-22 it4 5-22-22 128 peeses 1,400.00 
Wilson 7's 4-17-22 101 8-30-22 166 . 500.00 
Man. Shirt ........ 4-17-22 39 6-16-22 37 200.00 ° 
U. S. Steel... tt- 3-21 80% 4-19-22 (42) > @#&8= = ~~ ews =————«— WW 862.50 
Am. Smelting .. +9-28-20 55 5-31-22 65'4 1,025.00 
Va. Chemical ... eee ee +9-23-20 54 6-16-22 3034 2,325.00 . 
GOR, TED cccccsccccces ececccese 9- 2-21 87 5-81-22 (') 117% eccecce 1,531.25 
Un. Pac. 9- 2-21 11844 6-16-22 (2) 135" eeesce 862.50 
Amer. T. & T 9-22-21 10654 6-16-22 (2) 12234 eee 800.00 
Allis-Chal. 9-30-21 33 5-11-22 (%) Ge «8 + e800 793.75 
Can. Pac. ..... it- 3-21 4 5-11-22 (%2) 141 . . 1,350.00 
Martin-Parry 11-21-21 18'% 5-11-22 ('2) 3054 eeee 612.50 
Royal Dutch .. 3-30-22 5458 5-11-22 (%) 63'2 ose ese 443.75 
N. Y. Dock.. oeeceecessence 4-29-22 34 6-16-22 38'4 seo = 0Ult(“‘«é«é 425.00 
Cosden ...... eeroceccesecooccesense 4-29-22 4234 6-16-22 47% . ° 437.50 
BED WD ccoscacesece sees eeece 4-29-22 M4 6-16-22 32% See tt 150.00 ° 
Chi. Pneu. “Tool. ecccecoosescoeses 4-29-22 68'2 6-16-22 6634 Note 175.00 
Assoc. Drygoods - Seeesedorcsccoeseees ° 4-29-22 56 6-16-22 50'2 . 550.00 
Am. Woolen . 4-29-22 92 5-11-22 914, eee 25.00 ° 
. Coast Line 5- 4-22 101 6-16-22 101", - 25.00 
a 5-20-22 100% 6-16-22 98'4 . 225.00 : 
5-20-22 107% 6-16-22 106% ; 125.00 
5-22-22 67'2 6-16-22 64 350.00 
5-25-22 101% 6-16-22 97% 387.50 
5-31-22 5-31-22 34 75.00 
6- 1-22 65 6-16-22 62 ees 300.00 
6- 1-22 64 6-16-22 5856 537.50 
6-23-22 = ° ° 94% 1,475.00 
6-23-22 53 500.00 
6-23-22 42 8-24-22 47 ° 500.00 
6-23-22 75'2 7-29-22 7I% , 400.00 : 
6-23-22 66'2 76 950.00 
6-23-22 63 9- 9-22 70" 725.00 
. Coast Line. 6-23-22 103'2 apt 123 1,950.00 
6-23-22 27% ° 2834 150.00 
Westinghouse 6-23-22 58'2 28 64 550.00 
iG ii ocegeseeceucseseanesesses 6-23-22 107 120 1,300.00 
S. 0. of Ind ecvccescccecese 6-30-22 103% 117% 1,350.00 
SEED scccccccseses secebeneoensnte 6-30-22 12 9- 9-22 133'% 2,125.00 
Chi. Pn. Tool..... nenSeeenndensenese 6-30-22 67 9- 9-22 89 2,200.00 
Royal Dutch pepeeee nenem 6-30-22 58 59 100.00 
Lima Loco. .. cvcces eovesec 7- 8-22 107" 9- 9-22 126% 1,875.00 
PT. ncieances iva panna ° 7- 8-22 33% 33% 37.50 
SE cocevcessse n00eeeneees 7- 8-22 50%, 58 : 762.50 
West. Union cnatieke ae 7-21-22 105 8-24-22 113% eee 862.50 
Am. Tebaceco . 7-21-22 143'2 9- 9-2 167% ; 2,375.00 
N. Y. Cen. 6s 8- 5-22 107 8-30-22 107 
Th, We Meibscccectwe 8-30-22 98'2 : 99% 75.00 
Hupp Motors . seceeue sasent 8-30-22 19 ; 23 ‘ 400.00 
Gen. Am. Tank Car.. ; iahoaeaara 8-30-22 62% ° ° oe 68 . a 537.50 
Total losses and profits... $8,975.00 $56,031.20 
Deduct losses from profits ‘ ae 8,975.00 
47,056.20 
Commissions and taxeS............++. eee 2,689.70 
—-- Wed BORED .cccccccccccccces poccncececes eece $44,366.50 
* Based on price received for stocks sold; and on current price of stock held on September 15, 2. 
** The fraction ‘2 opposite date of Sale indicates that — one-half of the oriainal holdings were sold, In conformity with our policy of marking down cost of 
securities when large profits are with nerease in investment yield on the stock retain 
This oe - Mee = to over 85 times the cost of the service during the period under review, and this Is over and above the yleld of more than 6.5% per 
annum on the invested capital 
tt The losses under date of — 16, 1922, were accepted In the face of what appeared to be the beginning of a substantial decline, and in order to avoid 
greater losses which seemed to be imminent. {t should be noted, however, that these losses amounting to $3,074.50, are offset by profit amounting to $2,749.50 on the 
same ow. so that the ~~ loss due to the closing out of 17 issues was only $325. 
all ted prior to September |, 1921 (marked +) the net profit would be: 
Profits Over lesses.........ceccccccccrcccccceccessesccccescesseseecess $42,316.50 
Gomemlesions G00 QAt0S. .... 2. cccccccccccccccccccccccccccsescesccecese 2,451.70 
Cat GIUEE ccc ccccccccccccccccccccccecccseceseccceccecescoesosoces ee $39,874.80 
This is equivalent to 76 times the cost of the service for the poriod, a little more than a year. ts it worth the price? 
ee eee CC — — COUPON — — — Ee Ee re rere cr 
THE RICHARD D. WYCKOFF ANALYTICAL STAFF, 42 Broadway, New York. 
What can your staff do for me? I am interested in () Investments for a long pull or (> trading or © both (Mark the ones you are interested in.) My 
present security holdings and available capital total approximately $ 
This is to be held in strictest confidence by you I understand there is no charge or obligation in sending for this information 
MAMED ccccccccecs PPPPT TTT TTTTITITITITITITTIT TTT BD 6.00000 006s0000ncnsesnncnncenesececnceessenecosecreesceasees 
BEGED coccrcccececccesencescscccscceececcecsce oenesseqensioceeenenenaeeos coc GD GRR cc ccccncccoccvecesccsccsesescnccesess pdenécoecwenssccesscd ae 
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Fountain Heads of 
Investment 


T IS not the so-called “plutocrat,” whose investment habits 


are already fixed and unalterable, who sustains the world’s 
markets. It is the man of growing means who looks about for 


sound investments to take care of and increase his surplus and 


savings. 


This is the man who reads financial news and comments, 
and who reads and is influenced by legitimate advertising. 


Among the 1,200,000 daily readers comprised in the 401,- 
698 yearly daily-average circulation of The Chicago Daily 
News, there are thousands of these investors, actual and poten- 
tial—the present and future mainstays of the market. They 


| 
| read the carefully edited financial pages of The Daily News 
| with interest and confidence, and this interest and confidence 


are extended to advertising appearing in these pages. 


These readers of The Daily News are primary sources of 


profitable business to those who advertise in 


The Chicago Daily News 


First in Chicago 
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had developed the Mexican oil fields 
would be lucky if they succeeded in get- 
ting out three quarters of their original 
investment. 

It is quite possible Mexican Petroleum 
may find new production and that the 
stock will go higher. We can only say 
that there are many uncertainties in the 
situation and we would deem it a very 
wise move on your part to reduce your 
commitments to decidedly moderate pro- 
portions especially as you have a _ hand- 
some profit. 


ATTRACTIVE BONDS 
Five That Give Good Return 


I have noted that the Inquiry Department 
from time to time has recommended Sinclair 
Consolidated 1st lien and collateral 7% bonds 
which yield 6.8%, and I have purchased two. 
I always diversify’ my investments, however, 
and therefore would like to have your sug- 
gestions as to some other issues that give a 
good return into which I can switch some of 
my other bonds that now give a low yield.— 
J. S. F., Duluth, Minn, 


Your idea of diversifying your invest- 
ment in bonds is an excellent one and we 
are pleased to suggest the following 
issues into which we believe it would be 


advisable to switch bonds that are _not 
returning a very high yield. 
Price Yield 
South Porto Rico Ist Mtge. 
7s, due 1941 
Southern Rwy. general Mtge. 
due 1956 
Missouri Pacific, Gen. Mort- 
gage 4s, due 1975......... 
Chile Copper 6s, due 1932.. 
St. Louis, San _ Francisco 
Adj. Mtge. 6s, due 1955... 


6.9% 
6.10 


6.12 
95% 6.6 


843% 7.2 


While all of these bonds are not con- 
sidered high grade they are securities of 
companies whose earnings are showing 
improvement and we feel that they are 
getting into a stronger investment posi- 
tion and that if you distribute your hold- 
ings amongst them you will have little 
to worry about as regards the safety of 
your principal ana you will be getting an 
excellent return. 


OTIS STEEL 
Stocks Highly Speculative 


of securing information in 
J., Toledo, O. 


I am desirous 
regard to Otis Steel.—C. P. 


Otis Steel Co. owns thrée steel plants 
in Cleveland, a coal mine in the West 
Virginia field and is interested in iron- 
ore lands in the Messabi region of Min- 
nesota. It has outstanding $10,000,000 
Ist mortgage bonds; $8,630,600 7% cu- 
mulative preferred and 470,666 shares of 
common stock of no par value. Opera- 
tions for 1921 resulted in a deficit of 
$5,500,000 in which was included around 
2,500,000 inventory adjustments. For the 
first quarter of the current year deficit 
before depreciation amounted to $365,188. 
No dividends are being paid on the pre- 
ferred and common stocks, which, under 
the circumstances are highly speculative 
and we do not consider them attractive. 
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